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INTRODUCTION. 


When the European creditor Powers laid down at Lausanne last July the basis of what was intended to be a final 
setilement with Germany on reparations account, the tangled history of the liquidation of inter-governmental obligations arising 
out of the war entered upon its final phase. But the work of Lausanne was not, and could not be, definitely completed ; 
the question of inter-Allied indebtedness remained unresolved. Now that the turmoil of the presidential campaign in the 
United States is over, and immediate electoral considerations need no longer weigh with American political leaders, it is clear 
that no further time can be lost by America’s European debtors in raising the problem of the outstanding obligations. 


In the following pages we have endeavoured to present without favour or partiality the History of the War Debts. We 
begin by showing how and to whom the debts were incurred, and how the money which was raised for the joint purposes of the 
war was expended, leaving a legacy of colossal obligations represented by no tangible or reproductive assets. We then trace 
the early negotiations for debt settlement and analyse the various funding agreements which were made. Next, we examine 
the post-war balance sheet in order to see how the various creditors have fared. We then chronicle the events which led 
successively to the breakdown of the reparations programme, the Hoover moratorium and, eventually, the final liquidation 
of reparations by the Lausanne Agreement. Finally, in a concluding chapter, we summarise the evidence which has been 

wnished by the past decade’s experience to show the economic impossibility of transferring payments on the contemplated scale 
without creating international chaos as harmful to the creditors as to the debtors. Our conclusion is that, failing general 
agreement on the policy of the “ clean slate,” the only way out of the impasse is the re-adjustment of inter- Allied indebtedness 
in accordance with the over-riding economic considerations which dictated the Lausanne Agreement with Germany. 













CHAPTER I. 
THE ORIGINS OF THE DEBTS. 


Tae history of the growth of inter-governmental in- | August, 1914, and April, 1917, amounted to £666 millions 
debtedness as a result of the war of 1914-18 falls con- | at par, divided as follows :— 










veniently into three chapters. ‘The first chapter covers ee va 
the period from the outbreak of hostilities to April, 1917, | By sale of gold....... prevenespennn Soemancrisneneeaninmniuenannuanies 926 
when the United States entered the war; the second By disposal OF AMOPICRN BOCUTIBICR ......ccccccccocscccsccseseses 835 

, ey Ammorionn market loane® ....0.6600csiscccssecsesesccccseccess 1,480 
relates to the seventeen months which elapsed between omen 
America’s declaration of war on Germany and the i Total Seooceecccccccescoseseceees RNAS eccce 3,241 : 
Armistice; the third is concerned with the various relief Savanonmntavceslt been sepeid-qnceps S105 miRiene eutatending 


of 5} per cent. twenty-year bonds redeemable in 1937. 


and other loans occasioned by post-war borrowings, mainly Britain had advanced to her Allies by April, 1917 


from the United States, for the winding-up of war-time over £825 millions, or the equivalent of, say, $4,000 
contracts, the purchase of America’s war stores by Euro- millions. After adjustments to allow for French and other 
an countries, relief ewer and other purposes = gold shipments to London, the net amount of Britain’s 
o_o with the liquidation of the war. The dividing loans up to April, 1917, was about £685 millions, or over 
ine between the second and third chapters is somewhat | ¢3 300 millions at par, while France had similarly lent 
blurred, since the liquidation of accounts which had been francs equivalent to $515 millions, but had borrowed from 
opened for the actual purpose of hostilities lasted inevit- | Britain to the equivalent of $613 millions. Details are 
ably for a considerable time after the signing of the 


a given below in dollars for convenience of comparison :— 
Armistice. 
TaBLE I.—NeEt INTER-ALLIED INDEBTEDNESS IN APRIL, 1917, 
Before 1917. (In million dollars converted at par). 


Up to April, 1917, the burden of meeting the financial 
requirements of Allied borrowers devolved primarily upon 
Great Britain. Moreover, the credits extended to Britain 
Were for payments due both in the United Kingdom and 
in neutral countries. In her réle of banker to the Allies 








as : - ; eres eee 613 (a 61 
Great Britain had to devise special measures in order | Greece ............c00+ et 4 7 
to finance dollar purchases, which formed a large pro- | Italy ...... sessanereeees 673 (a) oi 673 
portion of her own and her Allies’ war expenditure. | Jugo Slavia (Serbia) 39 « 95 
Bulli ; . 7 ; he fi ; t Portugal ee 10 aan 10 
ullion, including gold shipped in the first instance to | Roumania 61 4 6] 
London by Russia, France and Italy, was consigned to | Russia ................. 1,657 (a) 427 2,084 
America; foreign securities held by British citizens were — 
mobilised and disposed of in the United States; and loans Total eee eeeeerenee 3,523 515 3,838 


were raised in the New York market, including a joint | ————_. ——_| >——_—_ 

foes : Based M d P Isky. W F 
Anglo-French loan of $500 millions floated in 1915. The | prosperity. eee Oe a 
ollar resources acquired by these three means between (a) After adjustment for gold shipments. 
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These figures include only inter-Governmental loans. 
In addition, the Allied Governments raised loans from 
private investors not only in the American market but in 
various countries abroad. France, for example, obtained 
very considerable sums by her loans placed in London. 


America Enters the War. 


When the United States entered the war in April, 
1917, not only was Britain’s ability to finance further 
dollar purchases becoming severely strained, but it was 
obvious, in view of the time that would be required 
before American forces could intervene effectively in 
France, that the immediate contribution of the United 
States towards successful prosecution of the war must 
take a financial form. In his message to Congress on 
April 2, 1917, President Wilson urged “* the extension 
to the Allied Governments of the most liberal credits in 
order that our resources may in so far as possible be 
added to theirs.’’ The response of Congress was prompt; 
and by April 24, 1917, the first Liberty Loan Act, autho- 
rising a bond issue of $5,000 millions, whereof $3,000 
millions were for loans to the Allies, was passed. 

In the debates which led to the passage of this Act 
the Chairman of the Ways and Means Committee of the 
House observed :— 

‘“* They will be fighting with our money their battles and will 
be fighting with our money our battles too. . . . Most of this 
money that we will loan to the Allies for the purchase of their 
arms will have to be expended in the United States.”’ 


The Chairman of the Appropriations Committee said :— 

‘* T have little sympathy with the suggestion that possibly we 
will not get our money back. I care not so much if we do, if 
American blood and American lives be preserved by the grant- 
ing of the money.”’ 


A similar line was taken by Senator Smoot, of Utah, 
who declared: — 
‘“‘ If not one penny of it is returned, I wish to say that every 
penny of it will be expended for the defence of the principles 
. which we entered the war to uphold . . . (and) will be 
for the benefit of the United States whether spent by us or by 
the Allies.”’ 


Further Liberty Loan Acts were passed on Septem- 
ber 24, 1917, April 4, 1918 and July 9, 1918. They em- 
powered the Secretary of the Treasury to purchase obliga- 
tions of the Allies to a total amount not exceeding 
$10,000 millions. Up to November 11, 1918, somewhat 
over $7,000 millions had been advanced out of a 
total of $8,000 millions of credits established in favour of 
the Allies. After the cessation of hostilities the unused 
balance of the credits was utilised on ‘‘ war liquidation ”’ 
account, apart from other post-Armistice advances de- 
scribed below. 


Debts at the Armistice. 


In the meantime, loans by Great Britain and France 
to their European Allies had also continued on a large 
scale. The position at the time of the Armistice is shown 
below, the sterling loans made by Great Britain and the 
franc loans advanced by France being in each case con- 
verted into dollars at par of exchange for purposes of 
comparison :— 

TasLeE II.—Net InTER-ALLIED INDEBTEDNESS AT THE 
ARMISTICE.* 
(In million dollars converted at par.) 

















To To To 

Debtor U.S.A. | Britain. | France, | Tot#l. 
Belgium .........++. 172 422 535 1,129 
OS 1,970 1,683(a) 3,653 
Great Britain ...... 3,696 oe ai 3,696 
EE cnccuctebens es 90 155 245 
BRE encvcseceecencess 1,031 1,855(a) 75 2,961 
Jugoslavia (Serbia) ll 92 297 400 
Portugal ............ pee 61 em 61 
Roumania ......... ee 78 220 298 
a enkckbes 187 2,472(a) 955 3,614 
Wistek ccssccccccs 7,067 6,753 2,237 16,057 


* Based on Moulton and Pasvolsky, cited. 
(a) After adjustment for gold shipments. 
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British advances to the French Government ended op 
March 15, 1919, and those to other Allied Governments 
also terminated during the succeeding twelve months. 
Broadly, it may be said that June 30, 1919, marks the eon. 
clusion of the period of British war loans to other nations, 
By that date the advances which Britain had made singe 
America’s entry into the war totalled nearly £750 millions 
(net), or the equiwalent of about $3.5 billions. 

In addition, though the Dominions had expressed jp 
1914 the desire to bear the whole cost of their war efforts, 
considerable advances were made to them for war purposes 
by the British Treasury in order to avoid competition ip 
the London issue market. At the end of the war the posi. 
tion was as follows :— 


March 31, 1919, 
Owed by— £ Mn, 
IT ic ceccdccenbensb acest eubneieinseeseensincesunsenetedee> 92-0 
ea acca cade neeeaneEbaaNeeD 29°6 
as rs cn ea bienmeleeheke 16-6 
I uk en REODI 0-4 


+ The figure for Australia was not finally determined until 192], 
after her liabilities to the War Office, &c., had been exactly ascer. 
tained; but virtually all the indebtedness relates to 1914-19. 


These debts were subsequently funded on an interest 
basis corresponding as closely as possible to the rates of 
interest which the British Government itself had to pay 
upon the money borrowed for relending to the Dominions. 
The rates varied between 44 and 5 per cent. 

Britain’s advances to Canada were offset by counter. 
credits given by the Canadian Government for purchases 
in Canada. 


America’s Total Lending. 


As already stated, the bulk of the borrowing* which con- 
tinued after the Armistice took the form of loans provided 
by the United States for the liquidation of war accounts, 
for the payment of interest on the war-time loans and for 
reconstruction and relief purposes. The amount and 
destination of such loans are shown in the next table, 
based on the official figures issued by the Secretary of the 
United States Treasury. This summarises the whole of 
America’s inter-Governmental lending before and _ after 
the conclusion of hostilities. 


TasBLeE II].—War AND Post-War LOANS BY THE UNITED STATES. 
(In Million $). 


' Relief Loans Net Total 
and Sales after 
Pre- Post- of Surplus deducting 
Debtor Armistice Armistice Storeson Counter 
Government. Loans. Loans. Credit. Credits (c). 
The Allies— 
Belgium........... 172 177 30 377 
France ... é 1,970 1,027 407 3,341 
Great Britain.. 3,696 581 bak 4,075(a) 
Greece.......--+++ oe 15 ane 27(b) 
BR ccbnessconenens 1,031 617 “a 1,648 
Jugo-Slavia ..... 11 16 25 51 
Roumania ...... me 25 13 36 
PRG cvscoscsccse 187 jae 5 193 
7,067 2,458 480 9,748 
Othera— 
Armenia ......... me es 12 12 
Austria ........... aaa — 24 24 
Czechoslovakia = 62 30 92 
Esthonia ......... aie stats 14 14 
SE eee oe = 8 8 
Hungary.......... one ose 2 Ki 
Sea _ = 5 5 
Lithuania ........ a a“ 5 5 
RRL i conncones 160 160 
Total “ Others ” <o 62 260 322 
Grand total ....... 7,067 2,520 740 10,070 


(a) Excluding $61 millions of British obligations which were give? 
for Pittman silver advance, and for which a special agreement for 
payment was made. 

(b) Including $12 millions advanced at the time of the debt 
funding agreement, May 10, 1929. 

(c) Including some repayments of principal. 


Most of the post-Armistice loans were made under the 
authority of the Liberty Loans Act, which remained 2 


esate hiale halal tidaieetiiiah onetime 

* Excluding interest accumulating, France lent her Allies after 
the Armistice the equivalent of about $250 millions, and Britai, 
say, $150 millions. 
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force until the official termination of the war between the 
United States and Germany on July 2, 1921. An Act 
of July 9, 1918, however, authorised sales of surplus war 
materials on credit ; and in February, 1919, the American 
Relief Administration was empowered to sell ‘* supplies °’ 
on credit. 

The figures of post-Armistice loans included interest 
accruing on obligations previously incurred. For example, 
in the case of the post-Armistice advances to Great 
Britain, about $172 millions were paid back to the United 
States in interest; $202 millions were utilised to repay the 
Pittman silver loans (for India) and other items; only 
$207 millions were utilised for liquidating munitions’ 
commitments and other liabilities. On September 26, 
1919, however, the United States Treasury decided to 
defer the collection of interest payments on debts due to 
the Government of the United States (then amounting to 
$475 millions) for a period not exceeding three years. 


How U.S. Loans were Spent. “ 
Before we endeavour to sum up the inter-Governmental 


i debt position which the war and its immediate aftermath 


created, a brief examination must be made of the purposes 
to which Allied borrowing in the United States was put. 
The advances to the Allied Governments were given in the 
form of credits established with the Federal Reserve Bank. 
The Allied Governments drew upon these credits in order 
to finance purchases of goods in the United States, and to 
a minor extent in neutral countries. Each borrowing 
Government was required to furnish statements showing 
how the credits had been utilised; and, after August, 1917, 
the purchase of materials was placed under the super- 
vision of a special committee subsequently merged in the 
War Industries Board. The following table shows the 
total of reported expenditure between April 6, 1917, and 
November 1, 1930 :— 


TasBLe IV.—ALLIED WarR EXPENDITURE IN THE UNITED 
States, Aprit 6, 1917—NovemBeER 1, 1920. 


(Million $.) 






































zg 
Great |. , | Bel- | Rus-| ¢ 
lela France.| Italy. gium,| sia. | 2 Total. 
Munitions ..... 1,536 827 259 14| 59 4 | 2,699 
Exchange and 
cotton ...... 1,682 807 88 | ... 53 15 | 2,645 
Cereals ......... 1,375 on 42 Dil ses ese 1,422 
Other foods ... | 1,169 295 141 22 ; aa 1,629 
Tobacco ........ 99 41 wis et ee 145 
Other supplies 215 277 64 8} 49 613 
Transport ..... 49 155 101 1 4 310 
Interest ........ 388 269 58} ll 4 1 731 
Maturities ..... 353 290 eee ace Bil. ses 648 
SS ee 16 143 16 | 264 | ... 99 538 
PEIVER. «<00ccceees 262 6 si ee ee mes 268 
Miscellaneous.. 55 41 100 3 $j 17 219 
Total ..... | 7,199 | 3,151 869 | 333 | 179 | 136 | 11,867 
Reimbursements 
(net) ......0. Cr 1,834|Dr1,026|Dr. 784 |Dr.23| Dr.1 
The foregoing figures require certain explanations. The 
item ‘‘ Exchange and Cotton Purchases ’’ represents 


sums required to finance not only cotton purchases, but 
other purchases in America, in the Argentine and in other 
markets for the general purposes of the war. The item 
‘‘ Interest ’’ represents both interest payments made to 
the American Treasury and those made to American banks 
and investors from whom the Allies had raised loans before 
the entry of the United States into the war. 


Britain’s Part. 


Finally, attention is invited to the item ‘‘ Reimburse- 
ments,’’ at the foot of the foregoing table. On the entry 
of the United States into the war the British Government 
Suggested that in view of the heavy financial burden 
which Britain had already assumed in financing her Allies, 
the United States should undertake the responsibility for 
the remainder of the war of financing the whole of the 
external purchases of France, Italy and the other Euro- 
pean Allies. This would have meant that America would 
have lent to France and Italy the money required by them 
for their war purchases not only in America, but in 


England, South America and other countries. The pro- 
posal, however, was rejected by the United States, 
largely on the ground that the Washington authorities 
could not control purchases by the Allies outside the 
American market or ensure that they were economically 
made and genuinely intended for war purposes. They 
therefore limited their advances to each country to their 
direct dollar purchases. 

This decision not only compelled Britain to con- 
tinue her financial assistance to the Allies, but  re- 
sulted in an unfair distribution of debt in America 
itself as between the various borrowers. For, though it 
might seem reasonable that each loan should be debited 
to the account of the nation making immediate use of it, 
the system meant that Great Britain became solely re- 
sponsible for bulk purchases made both for her own needs 
and for those of the Allies, and that she became indebted 
to America on account of purchases which she was com- 
pelled to make there because her own supplies of similar 
material were being shipped to the Allies. For example, 
Britain sold hematite pig iron to France and Italy and 
replaced it for use in her own munition factories by basic 
pig iron purchased in the United States. Again, as we 
have seen, a proportion of the dollars advanced to Great 
Britain were required to provide the exchange at a fixed 
rate for purchases not directly made by the British 
Government or not under the control of the United States 
Government. The funds for ‘‘ pegging ”’ the sterling 
exchange in this way were needed in part to balance pur- 
chases of goods that were used directly or indirectly for 
the benefit of France or Italy. At the outset the American 
Government was unwilling to take any account of these 
considerations. But as the machinery of inter-Allied co- 
operation gradually became perfected in the early months 
of 1918, and it was obvious that in all belligerent countries 
control was extremely tight and that every ounce of effort 
was being directed to war purposes, the authorities at 
Washington accepted the principle that purchases should 
be charged to the country which directly or indirectly 
benefited and reimbursement allowed to the immediate 
purchaser from the account of the ultimate beneficiary. 
The effect of the application of this principle was that 
Great Britain’s debt to the United States was to that 
extent reduced, and those of the other borrowers similarly 
increased. 


Purchases in U.S.A. 


After deducting the reimbursements actually allowed, 
the net expenditure charged against the American loan 
account of the different borrowing Governments was as 
follows: — 


$ Million. 


INNING) |. ss cond ecatdubaabannieaeemewconmes 5,365 
INI nin basa wisnaddauidahiamedaemmnaenameaniouaaus 4,177 
RE encdcauiadedwacudendind bievnddinwssiadedbssaadeds 1,653 
MINN: Siccdncadgscadnescauncseatmbanesdadscansnedae 356 
RII \ic-arialicucddinaineiaia chitinase: a eietenian aheuicasonwanadiaed 180 
RIND: <icinddumanrncennantinknmnedandudanisesensemeuie 136 

PNG sisi acunca auaniaca Cacmmancaawaes 11,867 


It will be observed that, even after America’s entry into 
the war, British (net) war expenditure in the United 
States exceeded by $1,462 millions the total of her pre- 
Armistice loans ($3,696) and the $207 millions of her 
post-Armistice credits not repaid (as shown above) to the 
U.S. Treasury. Between April, 1917, and the end of the 
war additional sales of gold by Britain to the U.S.A. had 
realised $640 millions, while securities mobilised and 
sold had increased by $565 millions to a total of $1.4 
billions. It should, however, be appreciated that during 
the war period the U.S. Treasury also credited Britain 
with $449 millions, and France with $1,026 millions, in 


exchange for pounds and frances supplied to meet 
American military requirements for expenditure in 
Europe. 
Summary of War Lending. 
The picture can now be briefly summarised. In very 


round figures, the situation in 1920 was as follows :— 


The United States was a creditor in respect of loans 
totalling $10,000 millions. 
Great Britain was debtor to the United States for about 


| $4,000 millions, but was owed by her Allies the sum of 
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about £1,460 million The other Allies were al] net debtors—in 


some $7,000 millions both to Great Britain and the United States. 
France was creditor for about $2,500 millions lent to Thus, before the very important factor of interest 


Allies, but owed the United States over $3,000 millions, | had come fully into play, a colossal structure of inter. 
and Great Britain, without interest, £393 millions (net), Governmenta] obligations among the victors of the war 
or the equivalent of about $2,000 millions. 


and the ‘‘ new ”’ States had been erected. 


eet seeettatenettninseneansnnisee se. 
CHAPTER II. 
THE DEBT SETTLEMENTS. 


Shortly after the Armistice tentative démarches were 
made by one or other of the Allies in an endeavour to ex- 
Plore the possible lines of inter-Allied debt settlement. 
Informal Suggestions for a general joint adjustment of all 
debts arising out of the war were first made by the British 
Chancellor of the Exchequer to Mr Crosby, Assistant 
Secretary to the United States Treasury, who was in 
Europe at the end of 1918. Mr Crosby, however, dis- 
claimed any authority to discuss the matter, 

Next, in January, 1919, a French aide-mémoire was 
delivered in Washington proposing that the question of 
the reimbursement of the debts should be discussed at a 
conference in Paris during the peace negotiations. Among 
the reasons given for this proposal was that ‘* the possi- 
bility of reimbursement by certain Governments may be 
deeply affected by the conditions of the Treaty of Peace. 
especially by the indemnity eventually to be received from 
Germany.”’ In reply, the Secretary of the Treasury wrote 
on January 29th as follows — 
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8 (net), or the equivalent, at par, of Many Cases, 


































&e or necessity. . . . While retaining 
the domestic obligations intact [it would] throw upon the people 


of this country the exclusive burden of meeting the interest 


and of ultimately extinguishing the Principal of our loans to 
the Allied Governments,” 


The Lloyd George- Wilson Letters. 


On August 5, 1920, however, the Prime Minister, My; 
Lloyd George, made a fresh move. In the course of 4 
letter addressed to the American President he wrote :— 


“. .. British public opinion would n 
sided arrangement at its sole expense, and. . , if such 
4“ one-sided arrangement were made it could not fail to estrange 
and eventually embitter the relations between the American 
and the British people with calamitous results to the 
future of the world i 


- You will remember that Great Britain 
borrowed from the United St; ‘ 


total loans to the Allies, and that a 
the war, it lent to the Allies almost e 
it borrowed from the United States 
the British Government h 
that it will agree to any 
tion or cancellation of in 
an arrangement must be 


“I am entirely in accord with the view that the scheme 
should take into account the recoveries from the enemy which 
are likely to be effected by your Government. | do not, how- 
ever, feel that these considerations lead to the conclusion that 
discussions of the plans for repayment of debts to the United 
States can advantageously be undertaken in Paris in conjunc- 
tion with the Peace Conference. The conclusion I draw there- 
from is rather that the United States should be willing to 


of America. Accordingly, 
as informed the French Government 
equitable arrangement for the reduc. 
ter-allied indebtedness, but that such 
one that applies all round.”’ 
Pointing out the constitutional obs 
President Wilson replied :— 


““ It is highly improbable that either the Congress or popular 
opinion in this country will ever permit a cancellation of any 
part of the debt of the British Government to the United States 
in order to induce the British Government to remit, in whole 

i i France or any of the 


sent to a cancellation 
Allied Governments as 


tacles to Cancellation, 


This admission, by Mr Secretary Glass, of the associa- 
tion between reparation payments and debt payments is 
not without importance in view of the current situation 
brought about by the Lausanne Agreement of July, 1932. 
At the time, however, the effect of the United States 
Treasury letter was to postpone all negotiations. 


or reduction in the debts of any of the 


an inducement towards a practical settlement of the reparation 
claims. As a matter of fact, such 


a settlement, in our judg- 
ment, would in itself increase the ultimate financial strength 
of the Allies.” 


The President added that his Government could not con- 
sent to connect the reparation question with that of inter. 
governmental indebtedness, and that the Treasury, which 
was already embarrassed by the delay in th 
the demand obligations of Allied Governments, would find 
itself compelled to collect back and current interest if 
speedy progress were not made with funding. 

With an unbridgeable gulf between the points of view 
of the two Governments thus disclosed, the question of 
inter-Allied debt settlements lapsed for two 


on the Allied side, were fully oceupied by the earlier post- 


war endeavours to frame and operate a practicable repara- 
tions settlement. On the American side, the Treasury, in 
June, 1921, had asked Congress for full powers to ‘deal 
with the funding of the war debts. These powers Congress 
declined to delegate, and a Debt Funding Act was intro- 


duced and became law on February 9, 1922. This Act 
established a World War Debt Conimiss; 


tions were to Proceed with the fundi g 
the obligations of foreign Govern 
World War “* in such form and 0 
date or dates of maturity and rate or r 
as shall be deemed for the best interests of the United 
States,’’ subject always to the reservations (1) that the 
Principal must be repaid within twenty-five years: (2) that 
the minimum rate of interest must be not less than 41 per 
cent. ; and (8) that no debtor nation might discharge her 
debt by tendering any obligations other than her own. 
The establishment of the Debt Commission jn the 
United States was noted by the Allies for some time in 
silence. In the summer of 1929, however, the French Gov- 


Early Approaches, 


The next move of importance came early in 1920. On 
February 4th of that year Mr (now Sir Basil) Blackett, 
who was then British Financial Representative in Paris, 
wrote to Mr Rathbone, Assistant Secretary to the United 


States Treasury, who was also in that city, in the 
following terms :-— 


‘It has been the view of the British Government that the 
existence of a vast mass of inter-governmental indebtedness 
not only involves very great political dangers, but also forms at 


the present time a serious obstacle to the recuperation of the 


world.”’ 


A few days later an aide-mémoire from the British Govy- 
ernment was delivered at Washington over the name of 
the British Chancellor of the Exchequer, stating that :— 

“We should welcome a general cancellation of inter-govern- 
mental war debts... . The existence of these international 
debts deters neutrals from giving assistance, checks private 


credits and will, I fear, prove a disturbing effect in future 
international relations.” 


To these approaches—which involved, be it noted, a 
considerable ‘* book "’ sacrifice by the British Govern- 
ment—the response of the American Government was 
conveyed in a message from the Secretary of the United 
States Treasury to the British Chancellor on March 1, 
1920. In this message, Mr Secretary Houston observed 
that the debtor Governments had neither balanced their 
budgets, disarmed adequately, nor made “‘ & prompt and 
reasonably definite settlement of the reparations claims 
against Germany.’’ He added that :— 

“A general cancellation of inter-governmental war debts 
irrespective of the positions of the separate debtor Governments 
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ernment informed Washington that France considered 
that its political debt to the United States must be re- 
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arrears of interest over a period of sixty-two years, interest 
being fixed at the rate of 3 per cent. for the first ten years 























t fi carded as bound up with the general payment of all the | and 3} per cent. thereafter. It was stipulated that all pay- 
- ff war debts; and in August, the British Foreign Secretary, | ments were to be made in gold dollars; but the interest 
t @MrA. J. (afterwards Lord) Balfour addressed to the Goy- | accrued on the demand obligations to the date of funding 
ernments of France (and mutatis mutandis, of ltaly, Jugo- | —calculated originally at 5 per cent.—was scaled down to 
Slavia, Roumania, Portugal and Greece) an identical Note | 44 per cent. up to December 15, 1922, and 3 per cent. 
which has since been recognised as the authoritative ex- | thereafter, a rule which was followed in the later debt 
pression of British policy in the matter of reparations and | settlements by the United States. 
inter-Allied debts. These terms were accepted by the British Government 
February Ist, and the British Funding Agreement was 
The Balfour Note. este odes ‘ ene 
| 3 a ged on June 19, 1923. 
: His Majesty’s Government, wrote Lord Balfour, The terms accorded to Great Britain represented, as 
st @ “cannot treat the repayment of the Anglo-American loan as if wil have been noted, a departure from the original Debt 
Lo it were an isolated incident in which only the United States Funding Act, and an Amending Act of February 28, 1923, 
of America and Great Britain had any concern. It is but one | 82V€ the Debt Funding Commission somewhat larger 
yy fp of a connected series of transactions, in which this country | POWers. Thenceforward the policy of the Debt Funding 
. appears sometimes as debtor, sometimes as creditor, and, if our Commission, as defined in the U.S. Treasury Annual 
: undoubted obligations as a debtor are to be enforced, our not | Report on State of Finances, 1924-25, was as follows :— 
‘ Bless undoubted rights as a creditor cannot be left wholly in ‘Whi . . er 
aa, . uile the integrity of international obligations must be 
« But while His Majesty’s Government are thus regretfully maintained, it is axiomatic that no nation can be required to 
It J constrained to request the French Government to make arrange- ~ nents or hi etaguaaaaadl eonged alana MegntPsses. x2, Pi 
a ff ments for dealing to the best of their ability with Anglo-French pay. 1 he Commission - . + has adhered to the principle that 
loans, they desire to explain that the amount of interest and the adjustments made with each Government must be measured 
sepaymens for which they esk depends not so much on what by the ability of the particular Government to put aside and 
© B France and other Allies owe to Great Britain as on what Great wanes to the United States the payments asked for. . . Nor 
: Britain has to pay America. The policy followed by H.M.’s Gov- dees the amy of capacity to pay require the foreign debtor 
an  crnment is, as I have already observed, that of surrendering e _ sae fall - - his present oF FURNES CARRE: It 
he @ their share of German reparation, and writing off, through one — = es = Aegon rie ee a 
in § great transaction, the whole body of inter-Allied indebtedness. a ae oe “$e mudget we ane - - and to main- 
its But, if this be found impossible of accomplishment, we wish it to ns a eee se a the standard of living of its 
be understood that we do not in any event desire to make a profit citizens. No settlement which is oppressive and retards the 
t0 Ft out of any less satisfactory arrangement. In no circumstances | !°COY®TY and development of the foreign debtors is to the best 
. do we propose to ask more from our debtors than is necessary | ''°T®*! of the United States or of Europe.” 
nt ft Pay our creditors. And, while we do not ask for more, all 
ane will admit that we can hardly be content with less.”’ America Funds the Debts. 
ich The great contribution to world settlement involved in In the case of subsequent funding schemes, the 
this voluntary surrender of all British war claims in excess sixty-two year period of repayment laid down in the 
on, . — 8 — = America failed to evoke oo similar Anglo-American negotiations was standardised in all the 
_ conga toe pot yn nigulignnennig Mate A —s agreements, and the funded principal was made up in each 
lar =. . oa os ease of the amounts actually advanced plus unpaid 
ny fp Sentences regarding America’s unwillingness to finance | xeerued interest, with the exception that no accrued 
tes J our European Allies. Not until recent times has there | interest was charged on the Belgian we-Armistice debt 
ole | been sufficient recognition abroad of the full implications | 7, aie eee cman, iiane oan = «; i ceili: ania ; 
the fof this great State Paper. nm many cases, howevs r, u re were conside rable varia- 
we tions from the rate of interest provided for in the British 
e Anglo-American Settlement. ee oe hg ee se oa of 
a. zechoslovakia, Estonia, Finland, Latvia, Hungary, 
dg- Meanwhile, the American Government grew more and Lithuania, Poland and Roumania the average interest rate 
gth | more insistent on a settlement of Britain’s debt. Accord- | for the whole sixty-two year period works out, as in the 
ingly, a British Debt Funding Commission, headed by Mr | case of Britain at 3.3 per cent., the rate of interest agreed 
on- Baldwin, appeared before the Debt Commission in | for Belgium represents 1.8 per cent., that for France 
er Washington on January 8, 1923. In the course 1.6 per cent., Jugoslavia 1 per cent., Italy 0.4 per cent., 
ich § Of the negotiations, the British representatives contended | and Greece 0.3 per cent. 
, of that the interest rate of 4} per cent. stipulated by the The following table, which summarises the various 
snd @ Debt Funding Act was too high, and that repayment of | funding agreements, shows the ‘* proportion of fulfil- 
+ it | the principal within twenty-five years was impossible. | ment,’’ that is to say, the percentage borne by the 
Conceding these points, the American Commission offered | ‘‘ present value,’’ at the date of funding, of the annuities 
iew § terms which provided for the funding of the principal and ! payable in relation to the total debt as funded :— 
‘ : TaBLe V.—Unitep States Wark Dest SETTLEMENTS. 
. (In Million $.) 
ara- Original 7 Total Present Value | Percentage of Date of 
, 1D Debtor. dieaeaen : undies — — ‘Sauiiion of Annuit ies Present Value fe 
- (net). —. | ———— Payable. — ng Settlement. 
tro- % | 
SA 24 1 25 25 10 40 | May, 1930 
ne a smeenn steeeeeeereeeeeeeens 377 41 418 727 225 54 Aug., 1925 
' Zechoslovakia.........+++++++++ 92 23 115 313 92 80 Oct., 1925 
1 0 Estonia PMcAGNsRnESKEEhaseses 12 2 14 33 11 82 Oct., 1925 
EE sannccenunsnciiicnsvneniens 8 1 9 22 7 82 | May, 1923 
ons, TANCO....+0eeeeeeeeeseeereeeereers 3,341 684 | 4,025 | 6,848 1,997 50 April, 1926 
| Bf Great Britain essen 4,075 525 | (4,600, 11,106 5,788 | 82 | June, 1923 
ted — Satipmenbenecenmninesane * 3 e | 19 | .. | _ May, 1929 
the [Plays | 648 300 | aon | agus | | sap | | 2 Now. 1905 
| . = ” 
that Jugoslavia canals 51 12 | 63 95 | 20 | 32 | May, 1926 
“pet _-- Ratha aniatnidiidiimaminivs 5 1 | 6 14 5 | 82 Sept., 1925 
her — Schbindaebanieheeesannees 5 1 6 1S 2 82 | Sept., 1924 
ME Webnedbesndeccanedsoceoesse 160 19 179 436 147 89 Nov., 1924 
- TIED: Seviicssvssccorcoseaces 36 8 | 45 123 | 35 | 79 Dec., 1925 
e ile ini ai etitalaaageall * = t siieicacieiiliesiiiada aan 
: in Total ...ccccscccceseses | 9,851 1,715 11,567 22,288 6,878 t 60 | 
yov- 





* Excluding new 4 per cent. 20-year loan of $12 millions made at time of funding. 
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The Debt Funding Commission ended its life in 
February, 1927, and the debt agreement with Greece was 
negotiated by the United States T'reasury. The agreement 
with Austria was similarly concluded by the United States 
Treasury in 1930. 

It will be seen at a glance to what an enormous extent 

the picture presented by the foregoing table is affected by 
interest. Whereas the United States advanced to the 
borrowing Governments (other than Russia and Armenia, 
whose debts remain unfunded) somewhat under $10 
billions, the debtors undertook to repay $22 billions, 
spread over 62 years. If America had to pay 4} per cent. 
(the rate at which most of the Liberty Loans were issued) 
on her internal war debt during the whole of that period, 
her disbursements would, of course, be more than $22 
billions. The fairest comparison is on the ‘‘ present 
value ’’ basis. Whereas the total of the debts as 
funded amounted to $11} billions, their “‘ present value ”’ 
on a 4} per cent. basis was less than $7 billions, so 
that in this sense the United States may claim to have 
‘ cancelled,’’ at the time of funding, about 40 per cent. 
of the war and post-war inter-Governmental indebtedness. 
If an interest rate of 8 per cent. (corresponding with con- 
ditions now current) were assumed, the ‘‘ present value ”’ 
would be about $9 billions, representing a proportion of 
only 20 per cent. ‘‘ cancellation.’’ At the same time, it 
will be seen how unevenly the extent of cancellation in 
these measures was distributed. Of the major debtors, 
Great Britain, whose funding agreement was described at 
the time by the American Debt Funding Commission as 
‘a business settlement fully preserving the integrity of 
the obligations,’’ fared by far the least favourably. — 


U.S. Debt Schedules. 

The schedules of payments agreed by the various 
debtors other than Austria are shown in summary form 
in Appendix I. The figures are largely self-explanatory, 
but a few observations may be useful :— 


Great Britain.—It will be seen from the Appendix that the 
British schedule was so arranged that the annual instalment 
would approximate during the first ten years to an average of 
$160 millions, and to an average of somewhat over $180 millions 
during the remaining fifty-twe years. Interest payments are 
due half-yearly on June 15th and December 15th, and pay- 
ments on account of principal annually on December 15th of 
each year. The uniformity of the schedule was achieved by 
arranging amortisation on a rising scale, while payments on 
account of interest are, of course, on a falling scale. 


Finland, Hungary, Poland, Estonia, Latvia and Lithuania. 
—The same principles were observed in the case of the 
schedules arranged for these countries, with the exception that 


in the case of Lithuania repayments on account of principal 
fall due on June 15th. 


Czechoslovakia and Roumania.—In the case of Czecho- 
slovakia the payments for the first eighteen years were fixed at 
$3 millions a year, though the payments nominally due range 
from $4 millions to $4.6 millions. In the nineteenth year the 
total of the amounts so deferred is to be added, with interest, 
to the principal then outstanding; and for the last forty-four 


years of the schedule the annual payment amounts to $5.9 
millions. 


Application of a similar principle to Roumania results in a 
sharp rise in payments between 1932 and 1940. 

In the case of both Czechoslovakia and Roumania interest 
payments are due on June 15th and December 15th and pay- 
ments on account of principal on June 15th. 


Belgium.—The Belgian agreement contains two schedules, 
one covering the pre-Armistice and the other the post-Armistice 
debt. The first schedule provides for the payments rising from 
$1 million in 1926 to $2.9 millions in 1932, remaining constant 
thereafter at that figure. The second schedule provides for 
payments rising gradually from 1926 to 1936. The payment 
dates are the same as those of Czechoslovakia and Roumania. 


Italy and Jugoslavia.—These schedules were both framed on 
a gradually rising scale which did not reach its maximum until 
1961 in the case of Jugoslavia and 1987 in the case of Italy. 
The payment dates are-—principal on June 15th and interest 
on June 15th and December 15th. 


France.—The schedule of French payments was so arranged 
that the annual instalment would rise gradually between 1926 


and 1942 from $30 millions to $125 millions. The payment 


dates are—principal on June 15th and interest on June 15th 
and December 15th. 


Greece.—Leaving out of account the additional loan of $12 
millions made to Greece at the time of her debt funding settle. 
ment, the schedule provides for annual instalments on a Tising 
scale culminating with $350,000 in 1939. Semi-annual instal. 
ments fall due on January Ist and July Ist of each year. 


Austria.—The Austrian schedule, which is not included in 
the Appendix, provides for five annual instalments of $287,000 
in 1929-33, ten instalments of $460,000 in 1934-43 and twenty- 
five instalments of $743,000 in 1944-68. Payments are due on 
January lst of each year. 


Postponement Provisions. 


The settlements included certain not unimportant pro- 
a . . r 
visions relating to the rights of postponement. These are 
summarised below :— 


Great Britain, Finland, Hungary, Lithuania, Poland, Latvia 
and Estonia.—Any payment on account of principal may be 
postponed, with ninety days’ notice, for a period not exceeding 
two years, with the proviso that when this option is being exer- 
cised the payments falling due in the next succeeding year 
cannot be postponed to any date more than one year distant 
from the date when it becomes due, unless and until the pay- 
ment previously postponed has been made; and the payment 
falling due in the second succeeding year cannot be postponed 
unless and until the payment of principal due two years pre- 
vious thereto shall actually have been made. Interest does not 
accrue on the postponed amounts. 


Czechoslovakia and Rouwmania.—Both countries have the 
same postponement rights as above, except that they cannot be 
exercised during the period of deferred payments, i.¢., until 


June 15, 1932, in the case of Czechoslovakia, and June 15, 1939, 


in the case of Roumania. 

Belqium.—Postponement rights are as above except that they 
cannot be exercised during the first ten years of the payment 
period, i.e., until after June 15, 1935. 

Italy and Jugo-Slavia.--The option to exercise postponement 
rights as above became exercisable in the case of Italy on June 
15, 1930, but does not become exercisable in the case of Jugo- 
Slavia until June, 1937. Any payments postponed are subject 
to interest at 44 per cent. per annum. 

France.—Since June 16, 1932, France has had the right to 
postpone payments on account of principal for a maximum 
period of three years, subject to 4} per cent. interest on 
amounts postponed. 

Greece.—Payments on account of principal may be postponed 
for a maximum period of two-and-a-half years, subject to 
4} per cent. interest. 

Austria.—No rights of postponement in the Austrian 
schedule are provided ; but the trustees of the 1923 Reconstruc- 
tion Loan may relieve Austria from the obligation to pay any 
annuity, which will then be repayable in twenty-five equal 
annuities starting on January 1, 1944, with accrued interest at 
5 per cent. 


The bearing of all these postponement rights on the 
immediate situation is further discussed on page 12. 

None of the agreements contained a ‘‘ safeguarding ” 
clause to cover the contingency of a cessation of repara- 
tion payments by Germany. France pressed hard for 
such a clause during the 1925 negotiations, but was 
unable to secure American assent. It is noteworthy, 
however, that in 1926 the Ways and Mears Committee 
of the Lower House, reporting on the funding agreement 
with France, declared that the settlement had been con- 
cluded on the basis of an estimate of French capacity to 
pay; and that in this estimate account has been taken of 
France’s prospective Dawes Plan receipts. 


British Debt Settlements. 


Before proceeding to consider how these debt settle- 
ments have worked and the amount which the United 
States has received, we must first turn to the relations 
between the other creditor countries and their Allied 
debtors. 

Having enunciated the policy laid down in the Balfour 
Note (see above, page 5), and having concluded its own 
settlement with the United States, the British Govert- 
ment was naturally desirous of laying down a basis fot 
the repayment of the debts due to Britain. But until 
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the Dawes Plan had come into operation and the finan- 
cial condition of Europe was more settled, it was not 
found practicable to make funding settlements. The 
frst to be concluded was that with Roumania in 1925 
and the last that with Jugo-Slavia in August. 1927. The 
Belgian war debt, amounting to £90 millions, was in- 
cluded in Germany’s reparation debt; and the Russian 
debt, totalling over £420 millions (net) without interest, 








was never funded and is indefinitely in abeyance. The 
remaining debt settlements are summarised in the 
following table :— 
TaBLeE VI.—BritisH War Dest SETTLEMENTS. 
Present} Percent- 
Original; Total Z en Value of} age of Date of 
Debtor Ad- | Debt oe “| Annui-| Present | Funding 
* | vances as Pay. | ties on|Value to}  Settle- 
(net). |Funded| jy), | 42% | Total ment. 
| | , | Basis. | Debt. | 
SI } j Pen ks! 
{ | 
£ Mn. | £ Mn. | £ Mn. | £ Mn. on 
France 392:7 | 599-6 | 799-5 | 255-7 42-6 | July, 1926 
Italy ...... 347-6 | 560-0 | 248-0 87-0 15:5 | Jan., 1926 
Jugo-Slavia} 22-4 | 25-6] 32:8 9-7 | 37:9 | Aug., 1927 
Greece 16-4 21:4 23°5 8-1 | 37-9 | Apr., 1927 
Roumania 16-4 18°4 51:2 8-0 43-4 | Oct., 1925 
Portugal... 15:6 20-1 24-0 7:9 39:0 | Dec., 1926 
6-4 | 30-2 


| 811-1 jias-1 1159-0 | 37 





Tempering the terms offered to the financial strength 
of the individual debtors, subject always to the Balfour 
Note principle that reparation and war debt receipts 
should be sufficient to cover Britain’s own debt pay- 
ments to the United States, the British Government, as 
will be seen by comparison of the foregoing figures with 
those of the United States debt settlements, cannot be 


accused of lack of generosity. Whereas, on the 
“present value ’’ basis, American ‘‘ cancellation ”’ 


represented, at most, 40 per cent., British ‘‘cancellation ”’ 
was 70 per cent. 


Annuities Due to Britain. 


The annuities due to Great Britain under the 
schedules are summarised in Appendix II]. Repayment, 
following the American precedent, was provided for in 
sixty-two years, and each annuity was made payable in 
pounds sterling, not in gold pounds, in semi-annual in- 
stalments due from France and Italy on March 15th and 
September 15th; from Jugo-Slavia and Greece on 
June Ist and December Ist; from Portugal on June 15th 
and December 15th; and from Roumania on May 15th 
and November 15th. After the coming into operation, 
however, of the Young Plan a system of monthly instal- 
ments was adopted. 


Postponement rights are as follows :-— 


France has the right to postpone for a period of not more 
than three years a portion not exceeding one-half of each semi- 
annual instalment. Postponement requires 90 days’ notice and 
5 per cent. interest accrues on amounts deferred. 


_ Italy has the right to postpone such part of any half-yearly 
instalment falling due on or after September 15, 1928, as ex- 
ceeds the sum of £4 millions, to any subsequent March 15th 
or September 15th not more than two years distant from its 
due date. The terms of notice and interest on deferred amounts 
are the same as in the case of France. 


There are no specific provisions in the case of the other settle- 
ments for postponement of payments, but a stipulation is made 
that interest at the rate of 6 per cent. will be charged on any 
instalment overdue. 


_ In connection with the funding of the French debt, an 
Interesting point arose. M. Caillaux, then French Minister 
of Finance, wrote to the British Chancellor of the 
Exchequer as follows :— 


“T feel bound to explain that the payments of the amounts 
required to assure fulfilments of the debt settlement with the 
United States and Great Britain inevitably depend largely on 
the continued transfer of receipts from Germany under the 
Dawes Plan. If . . . such receipts should cease completely or 
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to a greater extent than one-half, a new situation would be 
recorded; and the French Government reserves the right in 
such an event to ask the British Government to reconsider the 
question.’’ 


The British answer to this letter was that H.M. 
Government must maintain that the settlement depended 
on the sole credit of France, and that, in the event of any 
reconsideration of the French debt to Britain under the 
circumstances contemplated, the British Government 
would also have to take into account its own loss of re- 
ceipts from reparations which, ex hypothesi, would simul- 
taneously have happened. Mr. Churchill added, “‘ in the 
event of any modification being made I should expect, in 
order to secure equal treatment among creditors, that the 
other creditors of France would take into consideration a 
corresponding modification of the debts due to them.’’ 


The Anglo-French Debt Funding Agreement did, how- 
ever, contain the following proviso :— 


‘““}f at any time it appears that the aggregate payments 
effectively received by Great Britain under Allied War Debt 
Funding Agreements and on account of: Reparations or of 
Liberation Bonds exceed the aggregate payments effectively 


| made by Great Britain to the Government of the United States 





of America in respect of war debts, an account shall be drawn 
up by the British Treasury, interest at 5 per cent. being allowed 
on both sides of the account; and if that account shows that the 
receipts exceed the payments, Great Britain will credit France 
against the payments next due by France under Article I of 
this Agreement with such proportion of that excess as the pay- 
ments effectively made by France under Article I of this Agree- 
ment bear to the aggregate sums effectively received by Great 
Britain under all Allied War Debt Funding Agreements. 
Thereafter a similar account will be drawn up by the British 
Treasury each year, and any further excess of the receipts over 
the payments shall each year give rise to a credit to France of 
a proportion of such excess calculated in the manner indicated 
above. On the other hand, any deficit shall be made good by 
an increase in the payments next due by France up to a similar 
proportion of such deficit within the limit of the total amount 
of the credits already allowed to France under this Article.” 


The above Clause gave effect to the principle of the 
Balfour Note by ensuring that Britain’s European debtors 
would get the benefit of any excess of British receipts over 
British payments. 


France and her Debtors. 


In January, 1930, France concluded funding agree- 
ments with five of her debtors, namely, Roumania, Jugo- 
Slavia, Greece, Poland and Czechoslovakia. Details of 
the schedules of the payments are shown in Appendix ITT. 
The Russian debt, like that owed by Russia to Great 
Britain, may be regarded as having lapsed indefinitely. 
The Belgian debt to France was transferred by the Treaty 
of Versailles to Germany. The French accounts with 
Italy, Portugal, Albania and Georgia have still not been 
regularised. 


An exact comparison between French advances and 
prospective receipts under the schedules is rendered diffi- 
cult by the fact that there were many intricate counter- 
claims and that repayment was complicated by changes 
in the gold value of the france. So far as can be judged, 
the allowances for counter-claims were liberal, and the 
current interest charge was extremely low. Payments are 
due under these schedules in half-yearly instalments. The 
Roumanian and Jugo-Slav payments are due on March Ist 
and September Ist, the Greek and Czechoslovak on 
April 1st and October Ist, and the Polish on April 15th 
and October 15th. The Jugo-Slav, Greek, Polish and 
Czechoslovak annuities are payable in frances having a 
value equivalent to 3.92 cents United States currency. 


| In the Roumanian agreement pre-war frances are specified. 


The agreement with Greece contains no postponement 
clause; that with Roumania provides that 6 per cent. 
should be charged on any overdue instalments; that with 
Jugo-Slavia provides for 5 per cent. interest in similar 
circumstances; and those with Poland and Czechoslovakia 
give specific postponement rights covering any complete 
half-yearly instalment for periods not exceeding two years, 
with accrued interest at 5 per cent. 
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CHAPTER III. 
THE POST-WAR BALANCE SHEET. 


We have so far been concerned exclusively with the 
debtor-creditor relationships of the Allied Powers with 
each other, including the loans made after the Armistice 
to the new States brought into being by the Peace 
Treaties. When we come, however, to the next phase of 
the story—the period of ‘‘ attempted fulfilment ’’ which 
came to an end in the débacle of 1931—the picture 
cannot be completed without reference to the reparation 
obligations assumed, and the payments made on repara- 
tion account, by Germany. 

The successive attempts to frame workable reparation 
schemes have been chronicled* many times. Here it will 
be sufficient to recall that, after Germany’s various initial 
payments in cash, kind and ceded property (estimated 
variously at anything from Rm. 10 milliards to Rm. 40 
milliards), had come to an end with the occupation of the 
Ruhr and the final collapse of the mark in 1923, the 
first attempt at a more orderly settlement was made 
under the Dawes Plan, ratified on August 16, 1924. That 
plan provided for annuities rising from 1,000 million gold 
marks in 1924-25 to 2,500 millions in 1928-29, which was 
to be regarded as the ‘* standard year.’’ No term was set 
for the payment of these annuities, They were, however, 
to be inclusive except for the service of the Dawes loan, 
of 800 million gold marks, which was raised for the pur- 
pose of assisting Germany’s recovery from the budgetary 
insolvency and currency chaos into which she had fallen. 
But before the scheme had reached its *‘ standard year,’’ 
the Agent-General for Reparations called attention to the 
need for a settlement which would represent finality, by 
putting a term to Germany’s obligation. 

As a result of consequent discussion among the Powers, 
there was established, in February, 1929, a Committee of 
Experts under the chairmanship of Mr Owen D. Young, 
who were charged with the task of preparing proposals 
** for a complete and final settlement of the reparations 
problem.’’ The outcome was the Young Plan, ratified at 
the two Hague Conferences in August, 1929, and January, 
1930. Under the Hague Agreement a new schedule of 
annuities (exclusive of the service of the Dawes loan) was 
established, beginning with 1,708 million gold marks in 
1930-31 and rising to 2,429 millions in 1965-66, when the 
period of ‘‘ reparations proper ’’ was to end. Thereafter 
the annuities were to cover only the net inter-Govern- 
mental debt payments of the creditors, and, after averag- 
ing about 1,630 millions in 1966-85, were to fall away to 
898 millions in 1987-88, when reparations would cease 
with the cessation of payments to the U.S.A. The annual 
average of the annuities in 1929-65, calculated on the basis 
of *‘ present values ’’ at 54 per cent., was 1,989 million 
gold marks. Approximately 600 million gold marks of each 
annuity were defined as ‘‘ unconditional ’’—in respect of 


* See, particularly, “‘ Reparations and War Debts.” 
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the remainder Germany was given certain rights of “ safe. 
guard ’’ enabling her under specified conditions to post 
pone both transfer and collection—and the Bank for Inter. 
national Settlements, which the Young Plan created, wa 
charged with the task of authorising and supervising tly 
issue of bonds to the public in mobilisation of the ‘‘ yp. 
conditional ’’ portion of the annuities. Mobilisation wa 
begun in June, 1930, when the Young Loan was floated jy 
various centres to yield the equivalent of $300 millions, 
Of the proceeds, one-third went to the German Govern. 
ment for internal purposes and two-thirds were distribute 
among the creditor Governments. For reasons which we 
shall examine presently, the payment by Germany of ap. 
nuities under the Hague Agreement came to end in June, 
1931, but the service both of the Dawes loan and th 
Young loan has so far been continued. 


Reparation Receipts. 


As we have already observed, the value of the ‘‘ repara. 
tion transfers ’’ made by Germany between the Armistice 
and 1924 is a highly disputable quantity ;* and since 
“* losses ’’ by Germany on this account were by no means 
the same thing as “* gains ’’ by the recipients, we propose, 
in our attempt to draw up a post-war balance sheet, to 
leave all these transactions entirely out of account. In 
1924-31 total payments made by Germany may be sum. 
marised as follows :— 


Thousand 
million marks 
Re BD BIN TIE os vininsses0sscsecesennceseccesvccccnses 7°5 
Under the Young Plan and the American-German 
PNNNDT cic co int cuchunhuusnabeessaeisebtncebsabbueeaeessnes 2:9 
NN cr ccancscvncanencsniniseuninesessampasexiccnes 0-1 
SUNN Wicutc esha cGaabeaukinaseedsnsnaakiwaesweus 10:5 


* It will be recalled that the United States did not sign the Treaty 
of Versailles and has therefore not been concerned in “ reparations 
proper,” although the Treaty of Berlin in 1921 established for her 
the same reparation rights against Germany as other Allies possessed. 
Payments to the United States were, nevertheless, comprised in 
the Dawes Plan annuities, namely, 55 million gold marks pet 
annum for costs of the U.S. Army of Occupation, and 2} per cent. 
(with a maximum of 45 million gold marks) of all sums available 
for distribution as reparations. After the supersession of the Dawes 
Plan by the Hagu: Agreement, the following annuities wer 
arranged separately asb etween Germany and the United States :— 


Costs of Army 


Date. For Mixed Claims. of Occupation. 
Rm. Millions Rm. Millions 
March 31, 1930............ 40-8 25-1 
MIDE pciecicyebonsisoncues 40- 25-3 
Constant annuity Rising to 
BOGS-GG nccccsccccsceccccsess 40-8 35-3 
Constant annuity _ thereafter nil 
IO MEEL osevncceneceevesesnss 40- 


Year (see below). 





* See, further, Economist, February 6, 1932, p. 287. 


Table VII.—Payments Made to the United States Treasury on the War Debt Account prior to July 1, 1981. 


(In thousands of dollars.) 





Prior to Funding. 
Debtor Country. 


Subsequent to Funding. 


Aggregate Payments. 











Principal, | Interest. Principal. Interest. Principal. | Interest. | Total. 
| | 

SN is deine sbacebebinuspiensenesbesd s ee 863 sie 863 i 863 
SD ics cuosbnbiknonnbeeedensnbnnonbeesenet 2,058 18,544 17,100 14,490 19,158 33,034 52,191 
EN 0. nesenpebnseeenssennneie a: 304 18,000 me 18,000 304 18,304 
I einai eel a cei eeuabaickeaataneent cei 1 dae 1,247 oie 1,248 1,248 
es | ov 309 396 2,249 396 2°559 2/955 
Nock ace ee cts’ 64,690 221,386 161,350 38,650 226,040 260,036 486,076 
a ca seen ceuns beens 202,182 357,897 202,000 1,149,720 404,182 1,507,617 1,911,798 
ee esas ee usedeabnbens 3 1,159 981 949 984 2,108 3,092 
IIIIEE. ccancnevinersoresconiencennseenneses ve 1 74 394 74 395 468 
iT ailtietatwumnenntenenoaceeatecesess 364 57,599 37,100 2,521 37,464 60,120 97,585 
i a atl i 131 an 503 ae 634 634 
NT ii iniinch is cnaiguthacbeeadeudineees eh 2 235 892 235 894 1,129 
OR i ell eth dale aucenbaann i 2,048 1,287 19,311 1,287 21,359 22,646 
ea eked enene 1,799 263 2,700 eee 4,499 263 4,762 
DD 166 cis, ecdncgiabhhnanibiennsbees 728 636 1,225 1,953 636 2,589 
i ie Biases 271,824 660,280 443,311 1,230,926 715,135 1,891,207 2,606,341 
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The distribution of Germany’s reparation payments 
among the various Allied European creditors was laid 
down in the Spa Agreement of 1920, subsequently 
modified by the Paris Protocol of 1925. The ‘‘ Spa per- 
centages ’’ were again modified in detail by re-arrange- 
ments agreed to in 1930 at the Hague Conference, in 
connection with the ‘‘ unconditional ’’ portion of the 
Young Plan annuities; but, broadly, the distribution of 
Germany’s reparation payments was as follows :—France, 
544 per cent.; British Empire, 23 per cent.; and Italy, 
10 per cent. The remainder was distributed among the 
other victorious creditors, the Belgian proportion being 
reduced to 4} per cent. in return for her receipt of certain 
reparation payments (2,500 million gold marks) in priority 
to the other powers. In Appendix IV we show in detail 
the payments by Germany in 1924-31 and their distribu- 
tion among the creditors on reparations account. 


The Debtor-Creditor Nexus. 

After this brief recapitulation of the history of the re- 
paration payments, we may now proceed to study the com- 
plete inter-Governmenta! nexus of payments. This fitly 
begins with the experience of the chief creditor—the 
United States. In the table at the foot of page 8 we show 
the aggregate payments received by the United States 
Treasury up to July 1, 1931, excluding the sum of $155 
millions received from Germany on account of Army of 
Occupation costs and mixed claims awards. 

The sum of $1,912 millions shown above as paid by 
Great Britain includes $231 millions paid in interest 
between November, 1917, and May, 1919, during the 
period of British borrowing from the United States, and 
also $142 millions, being repayment of principal and 
interest on account of Pittman silver advances—a total, 
in round figures, of $374 millions. British payments, it 
will be observed, amounted by July, 1931, to 74 per cent. 
of America’s entire receipts from her war debtors. 

Under the Hague Agreement, as noted above, the con- 
templated position of the three principal European 
Creditor Powers was as shown below :— 

PosiTION OF PRINCIPAL POWERS UNDER THE HAGUE 
AGREEMENT (1930-1966). 


(In £ millions.) 
(Converted at former par of exchange.) 





Weighted Annual Averages United 
on 5$% Basis. Kingdom. France. Italy. 
Reparation, &., receipts .........seseeeeeee 18-8 51-4 10-5 
Receipts from Allied war debts............ 17-0 0-5 (small) 
35°8 51-9 10-5 
War debt and Hague annuity payments 34-4 31-8 9-0 
Surplus of receipts over payments ....... “164 20-1 1- 
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Great Britain, however, began payments to the United 
States a considerable time before she began to collect 
receipts from her late Allies, and when inter-governmental 
payments were suspended in June, 1931, she was ‘* out 
of pocket,’’ as table at the foot of this page shows, to the 
extent of £134 millions, or, if interest at 5 per cent. on this 
deficiency be included, £197 millions. The table omits 
payments made to the United States by Austria, Hungary 
and the new States created by the Peace Treaties. 

Britain, it will be noted, is the only ‘* loser ’’—apart 
from Germany—among all the Powers concerned. Further 
details of Britain’s 1919-24 receipts and payments will be 
found in Appendix V. 


Summary. 


We may conclude the tale of ** attempted fulfilment ”’ 
with a brief recapitulation. 

The United States.—The United States advanced on 
war and post-Armistice account the aggregate sum of 
about $10.3 billions, and entered into funding agreements 
which provided for repayments by her debtors of $22.2 
billions spread over sixty-two years. By June, 1931, she 
had received $2.6 billions on account. 

She advanced to Russia and Armenia about $200 
millions, which stand as a dead loss. To the new States 
and the ‘* distressed ’’ members of the vanquished she 
advanced $310 millions, and has been repaid $48 millions. 

In the case of the Allies, her advances totalled $9.9 
billions, and repayments have amounted to $2.5 billions. 

The European Victors.—As indicated in Table VIII 
below, between 1919 and 1931 the European creditors of 
Germany collected on reparations account (excluding the 
costs of armies of occupation and the disputable value of 
ceded properties) the sum of £625 millions, or just over 
$3 billions, whereof all but $500 millions have been 
passed on to the United States. But the losses and gains 
have fallen unequally; for Britain has a debit balance of 
nearly $1,000 millions, whereas France has a substantial 
surplus. British advances to Allies (including Russia) 
totalled about $7 billions net; and some $350 millions 
have been recovered on these obligations. That is to say, 
Britain has recovered only 5 per cent. of her original 
advances (excluding interest), in comparison with a 25 per 
cent. recovery in the case of the United States. 

Germany.—There remains the loser-in-chief whose total 
payments since the débacle of 1923 amount to some 11,000 
million marks, or, say, $2,600 millions. 

Thus, apart from Britain’s loss—which was almost 
entirely incurred in the earlier years of our debt settle- 


Table VIII.—War Debts and Reparation Receipts and Payments of Allied and Associated Powers, 1919-31. 


(All Conversions made at former Pars of Exchange.) 














Jugo- | Rou- , 
U.S.A. ee France. Italy. | Belgium. Slevie. aie Portugal} Greece. | Japan. 
Receipts, £'000. £’000. £’000. £’000. £’000. £’000. £000. | £000. | £’000. | £’000. 
*German reparation (inclu- 
ding Belgian debt, Hague 
annuities, &C.) ........seeeee 16,700 121,000 273,000 58,700 126,2 34,200 5,600 4,000 2,100 4,000 
tWar debts ........s.ceceseseeee 434,400 71,300 500 100 aos ons ad ona aaa a 
tAustrian, Hungarian and 
Bulgarian reparations, and 
Czechoslovak Liberation 
MEE, cindsgspsebscecesdassvensen 200 200 1,400 100 2,300 200 10 1,000 10 
451,100 192,500 274,300 60,200 126,300 36,500 5,800 4,010 3,100 4,010 
Payments. 
TWar debts .........ccceeeeeeees § 326,200 109,400 31,300 7,200 1,500 1,800 1,500 1,700 
Hague annuities ............0++ ne 1,600 900 300 aaa “a sai 
526,200 111,000 32,200 7,500 1,500 1,800 1,500 1,700 = 
Surplus or Deficit ......... + 451,100 |— 133,700 |+ 163,300 |+ 23,000 |+ 118,800 |+ 35,000 |+ 4,000 |+ 2,510 |+ 1,400 |+ 4,010 


+ 4,010 





* Receipts in respect of armies of occupation, ceded properties and cables have been excluded. 


(Young) Loan has been included. 
other creditor countries they are understood to have been small. 
+ Including payments made before funding. 


Service of the German International 


Surplus proceeds of liquidated property are included in the case of Great Britain; in the case of 


t Excluding receipts in respect of armies of occupation, ceded properties and cables, and surplus proceeds of liquidation. 
§ The payments by Great Britain on war debt account shown above do not include the sum of $374 millions which, as above 
mentioned, was remitted on account of November, 1917-May, 1919 interest, and Pittman silver payments. 
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ment with America before our receipts and payments were 
brought to a balance—the net results, since 1924, has been 
a substantial out-payment by Germany, nearly the whole 
of which has ultimately found its way to America and 
France, in the ratio of about five-eighths and three- 
eighths. 

To this description one further word must be added. 
The figures given indicate that large payments in respect 
of these inter-Governmental debts were made over a 
period of six or seven years. But from the economic 
point of view the transfer of wealth which they imply was 
never made at all up to the years of crisis; for more than 
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their equivalent was lent back to Europe—and in par- 
ticular to Germany. The figures given below in Chapter VI 
show that between 1922 and 1930 the private foreign loans 
of American citizens far exceeded the amounts shown in 
these tables as having been paid to her. When this lend- 
ing ceased and the actual transfer of wealth had to be 
made, the conditions prevailing made it impossible to pay 
in goods. The debtors had not the resources to pay in 
gold and the attempt to do so created a severe strain that 
gave rise to lack of confidence. When those who had 
kept the system alive by lending freely asked for their 
money back, the whole financia! structure collapsed. 





CHAPTER IV. 
THE HOOVER MORATORIUM. 


We have seen that, up to 1931, Germany’s European 
creditors continued to perferm, in effect, the function of 
a channel through which German reparation payments, 
save for France’s portion, were passed on to their ultimate 
recipient—in actuality, if not in law, the United States. 
As early as 1930, however, signs were becoming apparent 
that the precariously conditioned structure was crack- 
ing; and the financial crisis precipitated in May, 1931, by 
the collapse of the Austrian Credit Anstalt represented 
the final phase of a disintegration which had for years been 
sapping the foundations of an edifice which borrowing 
alone had so far supported. 


The events which followed are familiar history and need 
not be rehearsed in detail. On June 5th the German Gov- 
ernment issued a manifesto in which it declared that *‘ the 
menaced business and financial position of the Reich calls 
imperatively for the alleviation of the unbearable repara- 
tions obligations.’’ The drain of foreign short-term credits 
and of gold was palpably endangering the stability of the 
reichsmark and the ability of Germany to transfer any 
further reparation payments. Recognising that such a 
result would profoundly affect the whole future of 
war debt liquidation, the President of the United States 
took into consultation leading members of Congress and 
the Senate and on June 20th made a momentous 
pronouncement :— 


‘* The American Government proposes the postponement dur- 
ing one year of all payments on inter-Governmental debts, 
reparations, and relief debts, both principal and interest, of 
course not including the obligations of Governments held by 
private parties. Subject to confirmation by Congress, the 
American Government will postpone all payments upon the 
debts of foreign Governments to the American Government 
payable during the fiscal year beginning July next, conditional 
on a like postponement for one year of all payments on inter- 
Gorernmental debts owing to the important creditor Powers. 


‘* The purpose of this action is to give the forthcoming year 
to the economic recovery of the world, and to help free the 
recuperative forces already in motion in the United States from 
retarding influences from abroad... . 


** T do not approve in any remote sense of the cancellation of 
the debts to us. World confidence would not be enhanced by 
such action. None of our debtor nations has ever suggested it. 
But as the basis of the settlement of those debts was the capa- 
city, under normal circumstances, of the debtor to pay, we 
should be consistent with our own policies and principles if we 
take into account the abnormal situation now existing in the 
world. I am sure the American people have no desire to 
attempt to extract any sum beyond the capacity of any debtor 
to pay, and it is our view that broad vision requires that our 
Government should recognise the situation as it exists. 

‘* This course of action is entirely consistent with the policy 
we have hitherto pursued. We are not involved in the discus- 
sion of strictly European problems, of which payment of 
German reparations is one. It represents our willingness to 
make a contribution to the early restoration of world pros- 
perity, in which our own people have so deep an interest.’’ 


At first, objections raised by France, who was the 
principal loser (after the United States) by the proposed 
moratorium, delayed the acceptance of Mr Hoover’s 
plan. A Franco-American accord was, however, reached 
on July 4th; and the twelve months’ suspension of inter- 


Governmental debt payments came into force as from 


July 1, 1981. 


The immediate financial effect of the year’s moratorium 
differed widely between the various countries involved. 
The largest sacrifice was, of course, made by the United 
States, who forwent about $245 millions in war and relief 
debt payments and about $15 millions in reparations, 
nearly £54 millions in all. The greatest gain was made by 
Germany, whose reparation dues under the Young Plan 
and the agreement with the United States, amounting to 
Rm, 1,698 millions, were suspended with the exception of 
the service of the Young Loan. Thus Germany benefited 
to the tune of some £77 millions, the difference between 
that amount and the American loss being found by other 
reparation creditors. The following table summarises 
the suspended receipts and payments, converted at former 
pars of exchange :— 


TABLE IX.—FINANCIAL EFFECT OF THE HOOVER PLAN. 


Suspended Suspended Net Loss (—) 
Government. Receipts. Payments. or Gain (+). 
£7000. £000. £°000. 
United States ......... 53,600 Nil — 53,600 
Great Britain *......... 42,500 32,800 — 9,700 
IN id 39,700 23,600 — 16,100 
SEEN nchikccshiaeseenvectn 9,200 7,400 — 1,800 
SD ninssiennssaiiens 5,100 2,700 — 2,400 
I ian 700 750 + 50 
Jugo-Slavia ..........+. 3,900 600 — 3,300 
BARRON oiccccccn scenes 600 350 — 250 
SEDER .00scvccccccscoccsses 600 Nil — 600 
er 1,000 650 — $50 
EN stchetcsectenniers 900 Nil — 900 
Australia ............6.. 800 3,900 + 3,100 
New Zealand ......... 330 1,750 + 1,420 
South Africa............ 110 (340) — 110 
SERINED Dcscisce<eseneonors 90 Nil - 90 
Germany .........ss000+ Nil 77,000 + 77,000 
TEGRAREY  ods000-c0000000 Nil 350 + $50 
Czecho-Slovakia ...... 10 1,190 + 1,180 
OS See 150 400 + 250 
a tlie Nil 300 + 300 


* The British debit balance is accounted for by the war debts 
of the Dominions, reconstruction debts and other items excluded 
from the scope of the Balfour Note. 


South Africa decided not to suspend payment on her 
war debt to Great Britain. Only the interest on 
Australia’s war debt is included above, as repayment of the 
principal had already been suspended on the initiative 
of the British Government. 


Repayment Arrangements. 


While the sums involved in the moratorium have been 
described as *‘ gains ’’ and “‘ losses ’’ during the Hoover 
Year, the total liabilities remained nominally unchanged. 
The American Government’s original intention was appa- 
rently that, as a result of the moratorium, the payment 
schedules should simply be prolonged by one more 
annuity at the far end. The French Government, how- 
ever, objected to so long a period of repayment for 
the postponed German annuity, and a compromise 
was reached between the two countries, according 
to which the suspended annuity would be repayable 
in ten equal annuities starting from July 1, 1933. 
Similar terms were recommended for application to all 
payments suspended under the Hoover Plan by the com- 
mittee of Treasury experts appointed to consider the 
details of the moratorium. The repayments would be un- 
conditional obligations, notsubject to postponement. These 
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proposals were approved by the principal European 
Governments concerned in August, 1931; and in May- 
June, 1932, similar arrangements were concluded 
between the United States and her European debtors. 
Interest, which the experts considered should be at the 
rate of 3 per cent., was finally fixed by Congress at 4 per 
cent., and the repayment to the United States was there- 
fore scheduled at $30 millions annually, beginning in the 
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financial year 1933-34. Of this amount about $194 
millions annually would be payable by Great Britain. 

; Thus, in the summer of 1931, with the world of debt 
liquidation crashing about his ears, the President of the 
United States ‘‘ saved the situation ” by a temporary ex- 
pedient which was, however, accepted by France only on 
terms which meant a heavier burden of indebtedness for 
the next ten years. 





CHAPTER V. 
FINALITY AT LAUSANNE. 


The ‘‘ Hoover Year ’’ may be regarded as the first 
admission on the part of the chief creditor on war account 
that the programmes of inter-governmental repayment, 
which had been deemed workable in 1923-26, had been 
shown by the experience of the changed conditions of 1931 
to be, at least temporarily, incapable of fulfilment. But 
the breathing space (for it was nothing more) afforded by 
President Heover’s proposal did not avail to arrest, still 
less reverse, the process of economic dislocation which 
had been set in motion. 


The Growing Crisis. 


During July the deterioration in the financial position of 
Germany was rapid, and on July 21st a Seven-Power Con- 
ference (with Mr Stimson and Mr Mellon as United States 
representatives) was convened at the instance of the 
British Government to consider the critical situation. The 
immediate action taken was (a) a request to Germany's 
commercial short-term creditors to arrange for concerted 
action to arrest the withdrawals of funds from Germany— 
a request which led to the conclusion of the still operative 
Stillhalte agreement; and (b) the appointment of the 
Wiggin Committee of Investigation. This Committee sat 
at Basle during August and published a report* which did 


much to illuminate the sources from which reparations, 


and hence inter-Allied debt payments, had hitherto in 
essence been derived. It showed that between 1924 and 
1980 Germany had paid in reparations Rm. 10,300 
millions, but that she had not had any surplus of exports 
over imports. On the contrary, her adverse trade balance 
(allowing for deliveries in kind) had amounted to 
Rm. 6,300 millions, and her ability to meet reparation 
charges as well as the payment of interest on her com- 
mercial debt was due to a net influx of about Rm. 18,000 
millions of capital, representing loans from abroad, mainly 
from the United States and Britain. The Committee 
urged all Governments concerned to lose no time in taking 
steps conducive to the financial recuperation of Germany, 
and thereby of the world. They added certain observa- 
tions highly germane to the whole question of inter- 
Governmental obligations :— 


** We would point out that the case of Germany provides the 
most forcible illustration of the fact that in recent years the 
world has been endeavouring to pursue two contradictory policies 
in permitting the development of an international financial 
system which involves the annual payment of large sums by 
debtor to creditor countries, while at the same time putting 
obstacles in the way of the free movement of goods. So long 
as these obstacles remain, such movements of capital must 
necessarily throw the world’s financial balance out of equi- 
librium. Financial remedies alone will be powerless to restore 
the world’s economic prosperity until there is a radical change 
in this policy of obstruction, and international commerce—on 
which depends the progress of civilisation—is allowed to resume 
its natural development.”’ 


But though the gist of the Wiggin Committee’s report 
was an urgent plea for a settlement which should ensure 
“that the international payments to be made by 
Germany will not be such as to imperil the maintenance 
of her financial stability,’’ it was nearly twelve months 
before finality even in this aspect of inter-Governmental 
obligations was reached; and in the meantime the situa- 
tion had been fundamentally altered by the enforced 


aeitiah suspension of the gold standard on September 21, 
931. 





* Published as a Supplement to the Economist, August 22, 1931. 








Following this development the next event to be re- 
corded is the visit of M. Laval to Washington in October. 
On the conclusion of the conversations between the 
French Premier and Mr Hoover a communiqué was issued 
which stated :— 

‘** In so far as inter-governmental obligations are concerned, 
we recognise that prior to the expiration of the Hoover Year 
of postponement some agreement regarding them may be neces- 
sary covering the period of business depression, as to the terms 
and conditions of which the two Governments make all reserva- 
tions. The initiative in this matter should be taken at an early 
date by the European Powers principally concerned within the 
framework of the agreements existing prior to July 1, 1931.” 

This statement of *‘ common ground ”’ clearly did not 
take matters much further; nor was the war debt situa- 
tion greatly eased by the proceedings in the American 
Congress later in the vear. In his annual message to 
Congress on December 10th, Mr Hoover observed: ‘* As- 
we approach the New Year it is clear that a number of 
the Governments indebted to us will be unable to meet 
payments to us in full pending recovery in their economic 
life. It will be necessary in some cases to make 
still further temporary adjustments.’’ He proposed that 
the War Debt Commission should be reconstituted with 
authority to reconsider the terms of the debt settlements 
of the various countries in the light of the world economie 
emergency. ‘This suggestion, however, was ignored; and, 
while the twelve months’ moratorium plan was approved, 
not without much Congressional criticism, a clause was 
added to the resolution approving the Hoover Year in the 
following terms : — 


t is hereby expressly declared to be against the policy of 
Congress that any of the indebtedness of toreign countries to 
the United States should be in any manner cancelled or re- 
duced, and nothing in this joint resolution shall be construed 
as indicating a contrary policy, or as implying that favourable 
consideration will be given at any time to a change in the 
policy hereby declared.”’ 


Thus it was with little indication of a reorientation of 
American policy that the ‘* initiative,’’ referred to in the 
Hoover-Laval communiqué, was taken by Europe. 


The Young Plan Committee. 


On November 20, 1981, Germany formally asked for the 
establishment of the Special Advisory Committee whose 
constitution had been provided for in the Hague Agree- 
ment of 1930. The Committee duly reported on 
December 23rd that ‘‘ Germany would be justified in de- 
claring that she will not be able in the year begin- 
ning in July next to transfer the conditional part of the 
annuity.’’ The report,* however, proceeded to make 
certain general observations on inter-Governmental pay- 
ments which merit textual republication :— 


‘‘ The Committee, however, would not feel that it had fully 
accomplished its task and justified the confidence placed in it 
if it did not draw the attention of the Governments to the un- 
precedented gravity of the crisis, the magnitude of which 
undoubtedly exceeds the ‘ relatively short depression’ en- 
visaged in the Young Plan—to meet which the ‘ measures of 
safeguard’ therein contained were designed. 

‘*The Young Plan, with its rising series of annuities, con- 
templated a steady expansion in world trade, not merely in 
volume but in value, in which the annuities payable by Ger- 
many would become a factor of diminishing importance. In 
fact, the opposite has been the case. Since the Young Plan 
came into effect, not only has the trade of the world shrunk in 


* Published as a Supplement to the Economist, January 2, 1932. 






































































12 


War Debts ] 
Supplement. 


volume, but the very exceptional fall in gold prices that has 
occurred in the last two years has itself added greatly to the 
real burden, not only of German annuities, but of all payments 
fixed in gold... . 

** But the problem has assumed a world-wide range. We 
can recall no previous parallel in time of peace to the disloca- 
tion that is taking place and may well involve a profound 
change in the economic relations of nations to one another. 
Action is most urgently needed in a much wider field than that 
of Germany alone. 

‘* The economic interdependence of the various countries of 
the world to-day needs no further proof; recent years have 
most strikingly illustrated it. . 

‘*In this connection certain considerations seem to us of 
great importance. 

‘“* The first is that transfers from one country to another on 
a scale so large as to upset the balance of payments can only 
accentuate the present chaos. 

“* It should also be borne in mind that the release of a debtor 
country from a burden of payments which it is unable to bear 
may merely have the effect of transferring that burden to a 
creditor country, which, in its character as a debtor, it, in its 
turn, may be unable to bear. 

‘Again, the adjustment of all inter-governmental debts 
(reparations and other war debts) to the existing troubled 
situation of the world—and this adjustment should take place 
without delay if new disasters are to be avoided—is the only 
lasting step capable of re-establishing confidence, which is the 
very conditions of economic stability and real peace.’’ 

Never before had the inter-connection between repara- 
tions and war debts and the contributory part which these 
payments had played in the world economic crisis been so 
clearly defined. 

Following the report of the Advisory Committee, the 
British Government proposed that a conference of the 
interested Powers should meet at Lausanne on Janu- 
ary 13, 1932. In view of difficulties as to procedure 
made by the French Government, the invitation had to be 
adjourned; but, eventually the Lausanne Conference 
opened on June 16th and an agreement between Germany 
and her creditors was signed on July 9th. 


The Lausanne Agreement. 


The Lausanne Agreement swept away all pre-existing 
obligations of Germany on reparations account other than 
the service of the Dawes and Young loans. It substituted 
an undertaking by Germany to deliver, to the B.I.8., Gov- 
ernment bonds to the amount of 3,000 million gold marks, 
bearing interest at the rate of 5 per cent. per annum and 
redeemable by means of a 1 per cent. sinking fund. The 
bonds were to be held by the B.I.S., but not offered for 
sale until after three years, or in any circumstances at a 
rate below 90 per cent. of their face value. The bonds 
were not to carry interest until marketed; and any bonds 
remaining unsold after fifteen years were to be cancelled. 
Thus, at one stroke the German annuity was reduced from 
an average of over $400 millions under the Young Plan to 
& maximum figure (if all the bonds are floated) of little 
more than $40 millions per annum. No arrangement was 
made as to the division of the proceeds among the credi- 
tors, but it was stipulated in the agreements that the agree- 
ment would not be operative until ratified by the creditors 
and Germany. On June 16th the creditors had decided to 
suspend all war debt payments among themselves for the 
period of the confi rence, and in the Lausanne Agreement 
they arranged to prolong this suspension indefinitely pend- 
ing the coming into force of the Lausanne Agreement or 
the notification by one or more of the Governments con- 
cerned that it had decided not to ratify. In addition, a 
supplementary memorandum (the so-called Gentlemen’s 
Agreement) contained the following provisions :— 

‘The Lausanne Agreement will not definitely go into force 
until after the ratifications foreseen in those accords. 

‘“* Concerning the creditor Governments in whose name this 
proces verbale is initialled, ratification will not be effected 
before a satisfactory settlement is obtained between them and 
their own creditors. . . . 

“If it follows that a satisfactory settlement of their own 
debts is obtained, the Governments of the above-named 
creditor countries will proceed to ratification, and the accord 
with Germany will take its full effect. 

‘** But in case the settlement in question cannot be obtained, 
the accord with Germany will not be ratified. A new situation 


THE ECONOMIST. 


[November 12, 1932. 


will thus be creeved and the interested Governments will have 
to agree on what they should do. In this eventuality the legal 
position of all the interested Governments would become what 
it was before the Hoover Moratorium.”’ 


Since the United States was not represented at 
Lausanne it was obvious that nothing more definite could 
then be done with regard to Europe’s obligations to 
America. On the part of Britain, however, the Chancellor 
of the Exchequer handed an aide-mémoire to the French 
representatives during the course of the Conference re. 
gretting that the British Government could not take, 
immediately or unconditionally, any definite measures 
modifying the Franco-British war debt agreement. He 
added that ‘‘ in the eventuality of non-ratification of the 
Lausanne Agreement, the legal position of all interested 
Governments in relation to one another would again be- 
come that which existed under the terms of the Hague 
Agreement of January 20, 1930, and the accord on war 
debts funding; in this case the British and French Govern- 
ments will have to examine the whole situation thus 
created.’’ This represented the attitude of Great Britain 
to her other debtors. 


After the Moratorium ? 


On this basis matters have been allowed to rest during 
the past four months—months during which attention in 
the United States has been fixed on a Presidential election 
rather than on the question of America’s external rela- 
tions. The Hoover moratorium, however, terminated on 
June 30th last, and, unless a fresh arrangement is made, 
payments by tbe United States’ debtors fall due in 
December. 


As we have already noted on page 6, the war debt 
funding agreements contained various postponement 
rights. Their exercise in the United States Treasury finan- 
cial year, July 1, 1932-June 30, 1933, would have the 
following effect :— 


Postponable Remainder 
Debtor. Portion. Payable. 
$000. $000. 

ie eth chba alias a 288 
IID asktansivchenixisncosseseneinesiens 8,250 
Dn. ... cneebanebebeniene os 3,000 
NN ee cic ae cs eat ncbmannenk ee 90 425 
a ha 58 276 
i 21,477 38,523 
NIE anc srecedncesbseuaeabar 30,000 141,500 
PNT nccvicsuchsnecexessaonsbeseeenaos 12 60 
BEEF dvvncercsacscesesenecisscesesonsevevese 12,300 2,491 
IND is oeckscancasansesscanpaoosencen sisi 275 
eee rec ea bia cauieee 37 178 
I a areata 37 173 
ee 1,125 5,500 
Noe ca oe ud cane beaienes ‘ 1,500 
ata 65,136 202,439 


Only in the cases of Poland, Estonia and Latvia, how- 
ever, has the required notice (90 days) of postponement 
been given; and the sums next payable in December in 
the case of the major debtors are as follows :— 


Million §. 
Britain ......... it cian aeeiainniersneeeaaeuinKen 95-5 
SD ores cet dcccibe deck sas seeedcmdeensaasenrees 19-2 


It is clear, however, that even if postponement rights 
were exercised, the problem which the Lausanne settle- 
ment created in the case of Europe’s financial arrange- 
ments with America would be barely touched. For the 
essence of the Lausanne Agreement was that, subject to 
eventual ratification, it changed the situation permanently 
and in such a way that no ‘‘ temporary adjustments ’’ of 
the sort hinted at by President Hoover in his December, 
1931, message to Congress could meet the needs of the 
case. Not only were Germany’s obligations scaled down 
to one-tenth of their former amount, but—so clearly was 
the final breakdown of the programme of transfer 
admitted—even these drastically reduced obligations were 
made conditional on Germany’s ability to commercialise 
her bonds. 

During the course of the Presidential election the voices 
of America’s political leaders have spoken in terms which 
do not preclude the hope of a settlement, though speakers 
have been careful not to commit themselves definitely or 
to enunciate policies which might be regarded as a betrayal 
of the American taxpayer. Thus, in his speech accepting 
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renomination, Mr Hoover observed that, while the war 
debts ‘‘ must not be cancelled or the burdens transferred 
to our people,’’ he was nevertheless of opinion that “* if 
for any particular annual payment we were offered some 
other tangible form of compensation, such as the expan- 
sion of the markets for American agriculture and labour, 
and the restoration and maintenance of our prosperity, 
then I am sure that our citizens would consider such a 
proposal.’” Again, in a radio address on July 30th, Mr 


Roosevelt, stating the Democratic policy, declared that 
America ‘* would not have to cancel the debts if she was 
realistic about providing ways in which payment was pos- 
sible,’’ i.e., through the profits arising from the rehabilita- 
tion of trade under lower tariffs. These and many similar 
guarded utterances leave the question of America’s future 
attitude to the debts very much an open question. But 
circumstances have presented the United States with a 
situation in which an answer cannot be denied. 


CHAPTER VI. 
REALITIES AND THE FUTURE. 


When the past decade’s attempts at liquidating the 
obligations arising out of the war are surveyed in retro- 
spect against the whole background of international trade 
and capital movements, the salient feature which emerges 
is that in one sense—and a very real sense—reduction of 
the indebtedness has never been effected at all. The 
debtor Governments have admittedly collected from their 
taxpayers sums required to meet the obligations to their 
creditors; but just as Germany was enabled to meet her 
annual liabilities, during the ‘‘ ordered ’’ phase of repa- 
rations in 1924-31, thanks only to the influx of foreign 
capital which took place after the inauguration of the 
Dawes Plan, so the transfer of inter-governmental pay- 
ments between Europe as a whole and the United States 
was rendered possible only by the process of transferring 
the obligations to the private American investor. 

A few simple figures will serve to make the position 
plain. In the nine years 1922-30, in the course of which 
the United States Treasury received repayment of nearly 
$2 billions on war debt account, America had no import 
commodity surplus at all. On the contrary, she actually 
had an aggregate commodity export surplus of approxi- 
mately $54 billions. When allowance is made for all the 
‘“‘ invisibles ’’ on both sides of the account—receipts and 
expenditure from tourists, net receipts from American 
private investments abroad, etc.—the creditor balance of 
America during that period vis-a-vis the rest of the world 
was some $5 billions. This credit surplus was covered in 
two ways: about $700 millions in gold was shipped to 
America, depleting stocks whose shrinkage in the debtor 
countries had most damaging consequences; and $4.3 
billions (net) were invested abroad by American citizens. 
It was the cessation of American lending in 1929-30, and 
the attempt made by American banksand investors in 1931 
to recall some portion of their loans, that precipitated the 
crisis in Europe. 


The Obstacle to Transfer. 


That the problem of transfer must sooner or later have 
emerged in an insuperable form is now sufficiently obvious. 
Whereas the munitions and other goods originally supplied 
by the U.S.A. on credit to the Allied Governments were 
consumed in the rapid crucible of war, the return flow of 
goods would have had to be absorbed directly or indirectly 
by the American market itself. Excepting in so far as gold 
is shipped or fresh loans obtained from the creditor, 
debtor countries can obtain foreign exchange to meet 
their external obligations only by exporting more goods 
(including services) than they import; and this implies 
that the ultimate creditor must have an import balance— 
& necessity from which it is not absolved by any considera- 
tions of triangular trade. Such an import surplus adds to 
the wealth of a country; but it may involve considerable 
readjustment of its economic life, and therefore an inter- 
ference with vested interests. 

Now, throughout the post-war period the whole com- 
mercial policy of the United States has been directed 
against an import surplus. Her tariff was increased suc- 
cessively by the Emergency Act of 1921, the Fordney- 
McCumber Act of 1922, and, finally, by the Hawley- 
Smoot tariff of June, 1980. Not only so, but every effort 
has been made by the Government to promote and en- 
courage American merchandise exports, while the re- 


sources of the State were utilised to subsidise merchant 
tonnage under the American flag, thus once more 
diminishing the ability of the debtors to obtain dollar ex- 
change for shipping services rendered. Under these cir- 
cumstances, there was no alternative to the paradoxical 
situation which in fact arose, namely, that war debts were 
repaid indirectly by the American investor. 

It is idle to speculate how long ‘“‘ debt fulfilment °’ 
might have continued had it not been for the cessation of 
American lending after the Wall Street crash in 1929. 
Ultimately, it is safe to say, the inevitable end of a process 
of piling Pelion on Ossa would have become apparent to 
all concerned, and not least to the American investor, 
even if trade depression and falling prices had not brought 
the difficulties to the forefront. In any case, there can 
be no question now of supposing that reversion to the old 
programme of repayments might be rendered possible by 
a sufficiently large resumption of foreign lending by the 
United States. [ven were the trade and price conditions 
of, say, 1924-28, to be magically recreated, the knowledge 
that fulfilment of international obligations depended on 
continuous borrowing to meet annuities would create, in 
the light of recent experience, a fatal sense of insecurity 
and a fear lest crises should recur every time the flow of 
loans was checked by domestic disabilities. 


The Increasing Burden. 


Apart from this consideration, the fact has to be faced 
that, since the programmes of debt repayment to the 
United States and Britain became more or less fully 
operative—let us say, in 1926—the situation has been 
fundamentally and irrevocably altered by four factors 
which may conveniently be reviewed seriatim. 

(1) The Fall in Prices.—In 1926 the European debtors 
were scheduled to remit to the United States the sum of 
approximately $210 millions. The 1933-34 European pay- 
ments on inter-governmental account, including the 
funded instalments of the sum deferred under the Hoover 
moratorium, amount to approximately $325 millions; but 
since wholesale prices in terms of gold, as measured by 
the United States Bureau of Labour index, have fallen by 
35 per cent., the 1933-34 annuity is equivalent, on the 
basis of 1926 prices, to $500 millions, i.e., the real burden 
of the annuity in terms of commodities has multiplied 
two and a-half times. 

(2) Britain’s Departure from Gold.—Whereas Britain’s 
prospective receipts from her debtors on war account are 
payable in sterling, the British annuities due to the United 
States are payable in gold dollars. Apart from $20 mil- 
lions due to be repaid annually during the next ten years 
on account of the Hoover postponement, the British 
annuity in the calendar year 1933 is scheduled at $184 
millions. At the old parity of exchange this would have 
called for £38 millions, against which Britain would have 
been owed £18} millions in war debt receipts. At the 
current rate of exchange, however, next year’s British 
annuity amounts to about £56 millions. 

(3) The Contraction of Trade.—The trade shrinkage 
which has occurred during the past three years has radi- 
cally diminished Europe’s capacity to make transfers on 
account of external indebtedness. Between 1929 and 
1931 the purchases made by the United States from 
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Europe fell from $1,333 millions to $640 millions. The 
combined exports from all the countries of Europe 
to all countries in the world, whose monthly average 
in 1928 was the equivalent of $1,200 millions, had 
fallen in the first four months of 1932 to a monthly aver- 
age of $600 millions. In 1923, when Britain remitted £33 
millions to America on war debt account, British exports 
to the United States totalled £61 millions, so that the 
annuity was equivalent to little more than six months’ 
exports. The annuity which we are due to pay the United 
States next year is, as we have seen, £56 millions at 
present rates of exchange; and British exports to the 
United States have fallen to £17 millions or less, so that 
the annuity represents from three to four years’ exports. 

(4) The Loss of Reparation Receipts.—However sepa- 
rate juridically may be the payments on account of repara- 
tions and war debts, it is impossible reasonably to overlook 
their intimate connection in practice. If we omit for 
simplicity the problematical, and in any case, compara- 
tively trifling proceeds derivable from the eventual issue 
of Germany's Lausanne bonds, reference to figures on 
page 9 will show that resumption of war debt payments 
to the United States would convert the position of France 
in 1930-66 from that of a creditor to the tune of £20 mil- 
lions to that of a debtor to the extent of £32 millions, at 
the old rate of parity. Great Britain, even if she received 
payment in full of her war debt instalments, averaging 
£17 millions annually in that period, would be debtor 
(apart from the Hoover Year repayments) to the extent of 
£56 millions annually, so that, being already nearly £200 
millions out of pocket on balance since her debt payments 
and debt and reparations receipts began, she would be a 
loser each year to the tune of nearly £40 millions. 


The Choice Before America. 


It is obvious that further gold shipments to the 
United States would only intensify the maldistribu- 
tion of gold stocks which attempts at war debt repayment 
have done much to create, and would prolong the present 
phase of undesirable currency instability. It is equally 
obvious that, apart altogether from budgetary questions, 
the Governments of Europe might be driven, were 
America to insist on the letter of the bond, into undis- 
guised default as the only alternative to a scramble for 
dollars, accompanied by drastic restrictions on imports, 
which would complete the economic chaos of the world. 
In America’s hands lies the decision; and if it were a 
choice between cancellation and an inevitably frustrate 
attempt to make impossible payments, we would submit 
to the American people that the case for cancellation is 
overwhelming. Admittedly, such a policy would involve 
the assumption nominally of additional burdens by the 
American taxpayer. In so far as the $20 billions of 
annuities still due from the European debtors are not 
available for debt retirement, the task of paying interest 
and amortisation on the Liberty loans must be met out of 
the resources of the United States budget. Equally, in 
the case of Britain, if the £1,000 millions of scheduled 
annuities still due from her late Allies are written off (as 
well as the £420 millions originally advanced to Russia), 
the British taxpayer must meet, without external assist- 
ance, the charges on an internal debt which the war 
raised from £650 millions to £7,435 millions—a figure 
five times as high per head as the internal debt of 
America. 

But there are overriding considerations. So long as 
the influx of goods into America is not free, any attempt to 
pay the debts due to her must strain the world’s financial 
system to breaking point. The events of the last two years 
have demonstrated this beyond all argument. The 
damage done, however, has unfortunately not ended with 
the breakdown of the debt settlements, and the collapse 
of the world’s financial machinery has produced a shrink- 
age of trade and economic activity out of all proportion to 
the amount involved in the debt payments. It is esti- 
mated, for example, that the national income of the 
U.S.A. must have shrunk since 1929 by at least 30 billion 
dollars a year—or three times the whole capital value of 
the original debts and one hundred times the amount of 


next year’s annuity. If an attempt to reinstate the debts 
were to prevent—as it inevitably would—any effective 
steps being taken to patch up the currency situation, re. 
open the markets of the world, and restart the flow of 
trade, it would indeed be a ‘* penny-wise-pound-foolish ” 
policy. To put the matter bluntly, the case which 
America has to consider is not an appeal to her generosity 
but whether she can afford to start a fresh slump. 

It is by comparison a secondary though important con. 
sideration that the value of American foreign investments 
at stake, and dependent to a large extent on the restora. 
tion of world prosperity, amounts to about $154 billions, 
whereof nearly $5 billions are invested in Europe. It thus 
greatly exceeds the ‘‘ present value ’’—say $6.4 billions— 
of the assets held by the United States Treasury in the 
shape of inter-governmental war debt obligations. Again, 
as regards the American budget, though complete 
cancellation would involve the American budget in a 
present loss of nearly $300 millions, rising to $400 millions 
in 1972, $300 millions represents only $2} per capita 
of the American population. By contrast, the present 
depression in the United States arising out of the world 
crisis has had the effect of reducing income tax receipts 
from $2,331 millions in 1928-29 to $1,057 millions in 
1931-32, while Customs receipts alone have fallen in the 
same period by $274 millions, or nearly the equivalent of 
next year’s scheduled debt annuities. An improvement in 
business conditions resulting from the removal of the 
shadow of war debt uncertainty should greatly offset in 
terms of revenue the loss of war debt receipts. Moreover, 
even in 1931, when European purchases from America had 
fallen to $1,186 millions, as compared with $2,604 
millions in 1925, they still represented nearly half of 
America’s total exports, as compared with a proportion of 
over 60 per cent. before the war. 

It may be that the considerations which we have urged 
above will move America towards the policy of a ‘‘ clean 
slate.’’ Undoubtedly a more sincere expression of deter- 
mination by Europe to reduce the burden of armaments 
expenditure, which falls heavily on the budgets of both 
Europe and the United States, would be a great induce- 
ment to move in that direction. It may be, however, that 
what many Americans would regard as placing an undue 
portion of the war costs on to the American taxpayer will 
not win sufficiently general acceptance for it to be adopted 
by the American Government. In that event, some other 
solution must be sought. If it is to be consistent with 
world recovery it is important that any such alternative 
should conform to two postulates laid down at Lausanne 
in connection with reparations, namely, the solution 
should be in accordance with what the world believes to be 
possible if confidence is to revive, and must in fact be 
capable of being implemented by means of normal com- 
mercial intercourse. Clearly it must not involve transfers 
calculated to disturb monetary equilibrium once more. 


Conclusion. 


Just as the Lausanne agreement marked on the part 
of the European creditors full, if tardy, recognition that, 
if the foundations of European recovery were to be 
laid, a final settlement must be reached on the basis of 
annuities commercialised and demonstrably within Ger- 
many’s transfer capacity—so, we submit, is it essential 
that the question of war debt repayment should be finally 
settled on lines which take the issue ‘‘ out of politics.’ 
We believe that the most feasible way of doing this is to 
substitute for all existing obligations a fresh issue by the 
debtor Governments of bonds limited in amount to the 
figure which the debtors can safely float in the United 
States market. This would give America a capital sum to 
help the situation of her national finances, but would not 
involve a large international transfer; it would further 
maks the market the test of the limits to be imposed, and 
would settle the matter once and for all. An operation of 
this nature would doubtless mean in practice the scaling 
down of present debts in a proportion comparable with the 
writing off agreed to at Lausanne, but we are convince 
that it is only through such a realistic settlement that 4 
beginning can be made by the Governments in preparing 
the way for recovery throughout the world. 
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1 the | | 
ain, Dal ae 
<r m3* —— iy Czecho- Estoni . i . ' Great Hun- Thais ead e| Lithu- «| Rou- Jugo- Total 
: 3% | armistice] armistice) slovakia.| #8t9m!a.| Finlanc ‘| France. | Britain.* | Gteece.| gary «| Italy. satvia.*) “ania. Poland.*) mania. | slavia. a 
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apita BF iog3) |. id 161,000 201 5,917 ... | .. | 167,985 
esent f j904|_«—i««j. oe a 160,310 : 201 6,265! ... es 167,642 
vorld # 1925)... a i 160,620 . 202 6,262| ... ... | 168,159 
int 1926! 1,000] 2,840] 3,000 160,900 5,000! 202 6,259} 200) 200) 210,678 
eipts 
1927! 1,000] 3,100! 3,000 160,150 5,000} 202 6,255!  300| 200] 210,282 
1S 1 F 3928) 1,250} 3,450] 3,000 161,490 5,000} 202 6,250  400| 200] 214,748 
1 the J 3929] 1,750] 3,700] 3,000 160,590 5,000} 202 6.244,  500/ 200! 214,807 
nt of | 1930) 2,250| 3,950! 3,000 160,780 5,000} 202 6,237;  600/ 200} 218,351 
— 1931! 2,750] 4,550| 3,000 159,940 14,621} 202 6,230/  700| 225] 233,434 
- the F 3932! 2,900] 5,050} 3,000 161,100 14,706] 202 6,222; 800; 250] 245,546 
et in J 1933} 2,900) 5,550} 3,000 183,900 14,791| 229 7,057| 1,000/ 275| 280,176 
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shad | 1935] 2,900] 6,650} 3,000 181,660 15,460! 228 7,050} 1,400; 325] 300,196 
2 604 | 1936] 2,900] 9,773) 3,000 180,540 15,944} 229 7,032} 1,600; 350] 312,888 
1937} 2,900] 9,817] 3,000 184,420 16,627| 228 7,013} 1,800| 375] 327,701 
lf of # 1938] 2,900! 9,857| 3,000 183,125 17,009} 229 6,994} 2,000/ 475| 332,134 
on of § 1939} 2,900] 9,794} 3,000 181,830 17,591| 228 6,973| 2,200; 524] 336,611 
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indue | 1949] 2,900] 9,752| 5,885 180,255 25,533| 228 1,012} 361,389 
+ will | 2950] 2,900] 9,765) 5,881 180,470 26,280; 229 1,026} 362,386 
opted f 1951| 2,900] 9,774| 5,880 180,615 31,449] 228 1,041] 367,751 
other J 1952| 2,900; 9,779| 5,882 180,690 32,134} 229 1,056] 368,586 
with | 1953| 2,900} 9,781| 5,883 181,695 32,815| 228 1,071} 370,320 
ti 1954) 2,900 9,780| 5,881 183,595 33,492| 229 1,085] 372,921 
vative F 1955| 2.900! 9,775| 5,882 181,355 34,465| 228 1,340} 371,919 
sanne § 1956 2,900) 9,866] 5,886 179,115 35,333} 228 1,349| 370,664 
lution | 1957| 2,900] 9,851) 5,882 179,875 36,195} 228 1,359] 372,288 
‘to be | 1958] 2,900] 9,832) 5,886 180,530 37,153| 228 1,829] 374,361 
‘et be | 1959} 2,900} 9,809] 5,883 180,080 37,905| 228 1,837| 374,647 
ee 1960} 2,900| 9,783| 5,882 179,560 38,752] 228 1,841] 374,949 
nsfers § 1961| 2,900! 9,754) 5,883 180,970 43,142] 229 2,490| 381,366 
—. 1962} 2,900) 9,821! 5,882 178,240 43,898] 228 2,490} 379,452 
1963! 2,900) 9,781] 5,883 180,510 44.647| 230 2,490| 382,418 
1964 2,900) 9,837) 5,881 179,605 45,388, 230 2,489| 382,291 
1965} 2,900] 9,787) 5,881 180,630 46,122} 229 2,490| 383,982 
1966] 2,900 9,833} 5,882 182,515 47,348, 229 2,490| 387,117 
» part f 1967; 2,900] 9,772] 5,881 181,225 48,563, 230 2,490| 386,956 
that, 1968} 2,900} 9,807] 5,881 181,865 50,267, 231 2.490| 389,307 
to be | 1969} 2,900] 9,836] 5,882 183,365 51,956] 230 2,490} 392,491 
sie of | 2970] 2,900) 9,857] 5,880 184,690 52,629| 232 2,490! 394,475 
, 
. Ger- f 1971} 2,900] 9,772) 5,885 184,840 56,394, 232 2,491| 398,270 
ential § 1972| 2,900] 9,783] 5,885 185,850 57,434, 232 2,490} 400,287 
‘nally | 1973| 2,900] 9,787] 5,881 185,685 58,459] 232 2,.490| 401,199 
ina”) — 1974] 2.900] 9,784) 5,883 185,380 59,469, 231 2,490! 401.948 
tics. 1975] 2,900) 9,874) 5,881 185,935 60,464 232 2,490! 403,626 
sis tof 1976] 2.900] 9,953| 5,879 185,315 61,944, 232 2,490| 404,593 
yy the 1977] 2,900} 9,922] 5,883 185,555 63,404, 232 2.491| 406,293 
} the | 21978] 2,900} 9,884] 5,882 185,620 65,844, 232 2,490| 408,777 
of 1979} 2,900} 9,839] 5,881 185,510 67,254, 231 2,490| 410,242 
me 1980} 2,900| 9,887| 5,880 185,225 67,644, 232 2.4901 410,591 
um to 
ld not 1981} 2,900) 9,925) 5,884 185,765 74,048] 232 2,490} 417,960 
her | 1982| 2,900} 9,952) 5,882 185,095 75,768, 232 2,490| 419,399 
urthet F 1983} 2'900| 9,968} 5,879 187,250 76,428] 234 2491] 422,769 
1, and F 984 2'900| 9,874] 5,881 181,125 78,048| 236 2,490] 418,686 
ion of F 1985) 2,900] 9,873] 5,882 5s 78,608] ... 2,490] 227,588 
caling J 1986} 2,900} 9,962} 5,881 a 80,128 2,490 229,192 
th the | 1987} 2,280] 9,936] 5,884 80,988 2,490| 221,850 


vinced Total 171,780} 556,051)| 312,811] 33,331) 21,695/6,847,674/ 11,105,965) 19,455 4,695 2,407,678 


that 4 
paring 








* Figures relate to calendar years. 
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APPENDIX I. APPENDIX III. 
Annual Payments of Britain’s Debtors. Annual Payments of France’s Debtors. (a) 
In £'s (000’s omitted). (In million francs.) 
Year J ial Ro Greece. Poland.t uae 
ce.| Greece.| Italy, | {U80- | *ortu- | Hour | otal, yumania| JUeo- Slovaki 

Bees — %* | slavia. | gal. | mania. Year, [RourjanS) Slavia. Tranche Tranche Tranche Tranche — 
1926 2,000 50} 4,000) ... 125 50} 6,225 | 1928...) 1-3 we ad ae hae _ *" 
1927 5,000; 200) 4,000 150 250 100} 9,700 | 1929.../ 1-8 3-2 0:3 0-1 ce te a 
1928 7,000 200 | 4,125 200 300 150} 11,975 | 1930...) 1-7 9-5 0-7 0-5 ok 5m 10 
1929 9,000; 250] 4,250; 250 350 200} 14,300 | 1931...| 2-3 | 12-6 1-0 0-7 3-4 | 15-3 10 
1930 11,250; 300} 4,250; 300 350 250; 16,700 | 1932...| 2-8 | 15-8 1:3 0-9 6-2 | 15-3 10 
1931 12,500; 350) 4,250; 300 350 250; 18,000 | 1933...| 2-8 | 15-8 1-3 0-9 9-3 | 15-3 10 
1932 12,500} 350! 4,375) 300 350 250} 18,125 | 1934...!} 2-8 | 15-8 1-3 0:9 | 12:4 | 15-3 10 
1933 12,500; 350; 4,500; 300 350 250} 18,250 | 1935...| 2-8 | 15-8 1-3 0-9 | 15-4 | 15-3 10 
1934 12,500 350 | 4,500 300 350 250} 18,250 | 1936...| 2-8 | 15-8 1:3 0-9 | 15-4 | 20-4 10 
1935 12,500! 350; 4,500; 300 350 275| 18,275 | 1937-40) 3-1 | 17-3 1-4 1-0 | 15-4 | 20-4 10 
1936 12,500; 400); 4,500; 350 350 275, 18,375 | 1941-42) 3-1 | 17-3 1:4 1-0 | 17:0 | 25-5 10 
1937 12,500; 400); 4,500}; 350 350 275} 18,375 | 1943-45) 3-7 | 20-7 1:7 1:2 | 17-0 | 25-5 10 
1938 12,500! 400; 4,500) 350 350 275} 18,375 | 1946...| 3-7 | 20-7 1:7 1-2 | 20:3 | 38-3 10 
1939 12,500; 400/ 4,500) 350 400 275, 18,425 | 1947-49| 6-8 | 37-6 3-0 2-3 | 20-3 | 38-3 10 
1940 12,500| 400) 4,500; 400 400 275) 18,475 | 1950...) 6:8 | 37-6 3-0 2-3 | 36-9 | 38-3 10 
1941 12,500| 400) 4,500) 400 400 275} 18,475 | 1951-55! 6-8 | 37-6 3-0 2-3 | 36-9 | 51-0 10 
1942 12,500! 400) 4,500) 600 400 275| 18,675 | 1956-65! 6-8 | 37-6 3-0 2-3 | 36-9 | 52-4 10 
1943 12,500; 400; 4,500; 600 400 275| 18,675 | 1966...| 10-9 | 18-8 1-5 1-1 | 36:9 | 52-4 10 
1944 12,500} 400; 4,500! 600 400 275; 18,675 | 1967-70| 22-6 co ih Se 36:9 | 52-4 10 
1945-56) 12,500; 400; 4,500/ 600 400 500} 18,900 | }97]...| 22-6 : 36-9 ee 10 
1957 13,250; 400) 4,500) 600 400 500} 19,650 | 1972.79! 22-6 55-3 10 
1958-66; 14,000; 400 | 4,500} 600 400 500 5400 | 1980-87| 22-6 55°3 a 
1967-87) 14,000; 400/ 4,500} 600 400 750} 20,650 | j988...| 11-3 55-3 ; 
1988 7,000}... eos 600 200 : 7,800 | 1989.92/ .. 55:3 
Total |799,500 | 23,550 |276,750 | 32,800 | 23,975 | 31,250/1,187,825 | Total 681 | 1,025 82 62 |2,263 | 1,538 500 





These figures do not include any reconstruction debts, 
nor the special annuities payable by France, Italy and 
Belgium under the Hague reparation settlement. 


* Pre-war francs. 


perity, 1932.” 





APPENDIX IV. 


I.—Germany’s Payments, 1924-31. 


(In million gold marks.) 





+ Francs at rate of 3-92 cents U.S. currency, 
(a) Compiled by Moulton and Pasvolsky, “* War Debts and Pros. 











1924-25. 1925-26. 1926-27. 1927-28. 1928-29. 1929-30.¢ 1930-31. 1931-32. 
Total annuity*® .........ccccccccccccsccscceee 923-0 1,127-8 1,408 -7 1,659-4 2,410-6 742°8 1,707-9 421-2 
Share of — 
SEIRDD  eveccocercesenseccsosesvenssoseos cece 454-6 584-6 747-8 887-9 1,290-2 418-8 900-7 209-6 
British Empire ........0..secceeseeseeeees 191-0 240-7 309-9 369-6 541-8 53-1 366-8 90-5 
Itally.....cccscccccccsevcccceqecccesescsceces 66-8 86-1 97°8 118-7 185-1 42-5 156-0 47-7 
BRGRIG 0000000cccscccvccccccvcccscecccccees 115-9 105-3 76-1 86-8 128-8 70-7 98-2 25°7 
SJUGO-Slavia ........cecececesereresereevers 33-4 43-1 48-9 59-4 90-1 72-1 79-4 19-8 
Ei nsseeawseescensbonsesvecseveseeneesesons 15-4 19-8 80-0 85-3 100-0 65-9 66-3 16-5 
DIE cccocscsscsccccsesesoveccsooeenss 7-5 9-7 12-3 14-9 23-0 ses 10-0 3:0 
DOPOD oo..ccccccccccccccccccccvsccccccoseess 5-0 6-4 8-3 10-1 15-2 13-2 13-2 3°3 
Darteagal ..0ccccccccscccccccccccccccccecscce 5-0 6-4 8-2 10-0 15-1 6-0 13-2 3°3 
GRBBBODocccnccccecvesveccccccessccesceccnscess 2-7 3°4 4-3 5°3 8-0 = 3°6 1-7 
SEINE . sswnebersenvesonssoussdiosbonsopinee 0-1 0-2 0:2 0-3 0-7 0-5 0-5 0-1 
* Excluding Service of Dawes Loan. + Seven months only. ¢ Three months only. 
APPENDIX V. 
British “ Balfour Note ’’ Receipts and Payments. 
Receipts. 
Payment 
to U.S. Annual 
. ; From Surplus Total 
Financial Years. From From — Reparation* | proceeds of |} Receipts. aes ——— 
Italy (net). | France. Allies and Hague | Liquidated War Tie om. 
- Annuities. | Properties. , 
£000. £000. £000. £°000. £’000. £’000. £’000. £°000. 
15,300 
ET (pre-Dawes) 19,800 114,200 — 94,400 
(Dawes) 
SEED . shenesnedstnonnysersioosonsnes 2,000 es si 7 ose 8,200 33,200 — 25,000 
SEED. pebspsconieesesbesebsesssennne 4,000 4,000 225 8,800 4,500 21,525 53,100 — 11,575 
BOZT  ccvccccccccvcccenccccsccovccce 4,000 6,000 700 13,500 3,000 27,200 32,900 — 5,70 
SEED caeegusesibbesnonbosencesveses 4,000 8,000 850 18,500 3,650 35,000 33,200 + 1, 
SD sackhéebndierseensctcbeooesons 4,000 10,000 1,050 17,600 2,500 35,150 33,000 + 2,150 
BENE) -, weesnsesnsdbevoccvscccesscese 4,000 12,500 1,200 16,870 2,500 37,070 33,000 + 4,070 
1931 (to June 30) ..........eeeee 1,000 3,125 625 3,770 = 8,520 13,600 — 5,080 
OO 23,000 43,625 4,650 105,040 16,150 192,465 326,200 — 133,735 
Total (including interest at 
5% to Sept. 30, 1931) ... 26,614 48,588 5,177 126,612 18,800 225,791 423,248 — 197,457 


ene eee cece a eee erlang Cee SS A SRERSSEEesaee 
* Including U.K. share of service of German Government 5} per cent. (Young) Loan, 1930, but excluding receipts in partial reimburs- 
ment of the costs of the British Army of Occupation. 
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